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COMMUNIST 


SUBVERSION 


IN THE FAR EAST 


The tactical use of ‘‘front’”’ organizations was first intro- 
duced by Lenin in 1917 during the Bolshevik revolution, when 
it was realized that hostility to the Party leadership was 
widespread and that, to achieve the Party’s revolutionary goal, 
a device had to be employed that would camouflage direct 
Party control and thus attract popular support. 

Perhaps the earliest form of a Communist front organiza- 
tion, or in Lenin’s own phraseology, “‘transmission belt,’’ was 
the soviet which was used by the Bolsheviks to control the 
Russian soldiers who were willing to obey soviet directives 
but would not accept directives from a political party. At the 
time, Trotsky described the working of this particular type of 
front organization as follows: ‘“The party sets the soviet in 
motion, the soviet sets in motion the workers, soldiers and to 
some extent the peasantry.” 

Although the basic tactic of the ‘“‘front’’ was employed 
in 1917, it did not achieve the status of doctrine until 1920, 
when Lenin said, ‘‘It is impossible to effect the dictatorship 
[of the proletariat] without having a number of ‘transmission 
belts’ from the vanguard [the Communist party] to the masses 
of the advanced class [the proletariat], and from the latter to 
the masses of toilers.”” 

Elaborating on Lenin, Stalin pointed out in 1924 that 
the world’s proletariat had a number of organizations aside 
from the Communist party “ without which it cannot 
properly wage the struggle against capital.” These organiza- 
tions, according to Stalin, were: “trade unions, co-operative 
societies, factory and work organizations, parliamentary 
groups, non-Party women’s associations, the press, cultural and 
educational organizations, youth leagues, revolutionary fighting 
organizations (in times of open revolutionary action), etc.” 
The Communist party, said Stalin, “is . . . the only organiza- 
tion capable of centralizing the leadership of the struggle of 

‘the proletariat, thus transforming each and every non-Party 
organization of the working class into an auxiliary body and 
transmission belt linking the party with the working class.” 
These ‘‘transmission belts” or “‘levers’’ were necessary, he said, 
because without them the proletariat would be “‘a weaponless 


army in the face of organized and armed capital’”’ and would 
suffer “‘inevitable defeat.” Without the mass organization, 
Stalin said, “‘a dictatorship of the proletariat to any extent 
durable and firm is impossible.”’ 

The use of the “‘transmission belt’’ or front organization 
did not enter the international scene until after the formation 
of the Communist International or Comintern, in March 1919, 
chiefly at Lenin’s initiative. At the Second Congress of the 
Comintern, in 1920, the front organization technique was 
accorded universal application. Among the 21 Conditions of 
Admission to the Communist International, laid down by the 
Congress, the ninth condition stated: ‘‘Every party which 
wishes to join the Communist International must carry on 
systematic and persistent communist activity inside the trade 
unions, the workers’ council and factory committees, the co- 
operatives, and other mass workers’ organizations. Within 
these organizations Communist cells must be organized which 
shall by persistent and unflagging work win the trade unions, 
etc., for the Communist cause. . . .” 

In 1928, the manipulation of mass organizations was given 
further stress in the Programme of the Communist International, 
adopted by its Sixth World Congress. According to this 
Programme, the Communist party must secure a predominant 
influence in “‘broad mass proletarian organizations.” It was 
also particularly important for the Communist party to “‘skill- 
fully capture them.” 

The significance of the front organization techniques for 
the pursuit of Communist objectives was reiterated in 1949 by 
the successor to the Comintern, the Cominform.* At. a 
Cominform meeting in November 1949, the aims and tactics 
of the “peace campaign’’ were laid down; the Parties were 


* The Comintern was dissolved in 1943 as a Soviet gesture to Allied unity during 
World War II. In October 1947, the Communist Information Bureau, or Cominjorm, 
was established mainly to co-ordinate Communist activities in the East European 
countries, but also to act as a channel for co-ordination of the world communist move- 
ment. This purpose was furthered through the Cominform's fortnightly journal, For 
a Lasting Peace, For a People’s Democracy, in 19 languages, which carried instructions 
on tactics to be followed by Communists throughout the world. The Cominform was 
dissolved in April 1956, in an effort to heal the breach in Soviet-Yugoslay relations and 
to facilitate Russia's friendly relations with neutral Asian countries, 
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directed to ‘‘work still more stubbornly for the organizational 
consolidation and extension of the movement of the supporters 
of peace, drawing into that movement ever new sections of the 
population and converting it (in each country) into a nation- 
wide movement. Particular attention was to be paid to 
bringing into the movement of the supporters of peace, trade 
unions, women’s, youth co-operatives, sports, cultural and 
educational, religious and other organizations.” 


Front Organizations before the War 


The vast potentials of Communist front organizations on 
the international level were first recognized by Willi Miinzen- 
berg, a German Communist. Mlinzenberg in 1921 founded 
the International Workers’ Relief in Berlin, an organization 
ostensibly formed to help alleviate the famine in Russia. 
According to Ruth Fischer, the organization turned out to be 
“the first Communist organization that penetrated deep into 
non-Communist circles of workers and intellectuals.’”’ The 
International Workers’ Relief became a tremendous success. 
Workers from England and other European countries joined 
and donated all kinds of commodities. Although the quantity 
and quality of these donations were insufficient to’ meet the 
situation in Russia in any degree, their propaganda value was 
inestimable. Encouraged, Miinzerberg subsequently “‘creat- 
ed’’ numerous other front organizations, particularly during the 
depression years, when organizations with anti-fascist objectives 
provided a haven for a large number of progressives and liberals, 
whose hostility to fascism provided a fertile environment for 
Communist recruiting and manipulation. Miinzenberg, during 
this period, was credited with providing an organizational 
reference for the ‘‘fellow traveller.” 


Professor Stefan T. Possony divides the Communist Front 
Organizations into five categories: 

1. A front organization which is established to substitute 
for the Communist Party. In addition to reaching potential 
and philosophical Communists who are reluctant to join a 
known foreign-controlled organization, this type of front 
organization may substitute for the party if the latter must go 
underground. 

2. A front designed for consequent domination of other 
groups such as socialists, so-called progressives, or “‘liberals”’ 
with Marxist confusions in their head. This type of front 
extends Communist political influence into the ranks of others. 
Example: any leftist party controlled by Communists, putting 
forth Communist policies, but disclaiming its Communist 
character. 

3. Specific-issue fronts which organize people, mostly 
non-Communists, who side with the Communists on one specific 
problem such as anti-fascism, anti-war, anti-discrimination, etc. 

4. Operational fronts, functioning as part of the party’s 
support structure, e.g., commercial concerns whose profits go 
into the party chest, or organizations which give military train- 
ing to young Communists, such as sports clubs or flying schools. 

5. Espionage fronts. These may assume several forms: 
political organizations, professional and scientific associations, 
business firms, newspapers and magazines, schools, clubs, 
canteens, etc. 


Possony describes the organizational principles underlying 
the system of front organizations as being symbolized by the 
iceberg, where one-eighth is visible while seven-eighths are 
submerged. Possony says: ‘The flower perhaps may give 
a more appropriate image: the concentric circles represent the 
Communist party with its auxiliary organizations, while the 
eccentric circles represent the fronts, The pollen disseminated 
by the flower represents the secret agents.” 
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Toward the end of World War II, international front 
activities were ‘greatly intensified. Soviet influence in Western 
countries achieved through the wartime alliance with Western 
democratic nations could best be maintained by the continuation 
of ostensibly co-operative relations with the many mass groups 
that had supported Russia’s war effort. The Soviet Union had 
already dissolved the Comintern in 1943, even without the 
formality of a congress, as a demonstration of peaceful intent 
towards the non-Communist world. With the elimination of 
the Comintern, a new era for front organizations began. 


The World Peace Council 

Among contemporary international front organizations, the 
World Peace Council has been the most spectacular. Officially 
established in November 1950, the World Peace Council 
originated at the World Congress of Intellectuals for Peace, a 
Communist-controlled event presented in Wroclaw, Poland, in 
August 1948. In contrast to the other front organizations, 
which appeal to specific interest groups, the World Peace 
Council purports to be “‘classless and non-partisan.’’ Its 
ostensible purpose is to enlist “‘all men of good will, regardless 
of race, nationality, political or religious connection’’ in support 
of “‘peace.”” Its affiliation with the Communist movement is 
clear. In 1949, the Cominform designated the peace move- 
ment as “‘the pivot of the entire activity of the Communist 
parties and democratic organizations.” Up to now, the 
presidency, vice-presidency, and all key positions of the 
secretariat of the World Peace Council have been held by 
Communists and fellow travellers. 

The first and most ambitious campaign mounted by the 
World Peace Council was the Stockholm Appeal, adopted at 
a meeting of Partisans of Peace in Stockholm in March 1950. 
The Stockholm Appeal demanded prohibition of the atomic 
bomb and that the government which first used the bomb be 
treated as a war criminal. ~The ambiguity of this phrase was 
clearly intended to indict the US Government, which had frst 
used the bomb against Japan in 1945. It is also relevant to 
recall that in 1950 the Soviet Union had apparently not yet 
developed a nuclear capability. 

The campaign to secure public support for the Stockholm 
Appeal had no precedent in intensity and magnitude in the post- 
war activities of international Communism. All Communist 
resources were used, including the press, mass meetings, 
demonstrations, and house-to-house canvassing. Consequently, 
millions of signatures, Communist as well as non-Communist, 
were collected all over the world. It was apparent that the 
non-Communists signed the appeal because of its ostensible 
idealism and without having given any thought to its use for 
Soviet policy. 

Following the Stockholm Appeal, several other campaigns 
were launched by the World Peace Council but with pro- 
gressively poorer results. The peace movement nevertheless 
claimed credit for the Summit Conference at Geneva in 1954 
and for the short-lived detente that followed. 

Since then, the World Peace Council has been seeking 
new issues and new channels for its activities. Greater attention 
has been devoted to regional activities, such as the WPC- 
inspired Asian Conference for Relaxation of Tensions held in 
New Delhi in 1955, which was an abortive effort to bring 
Communist influence to bear on the Asian-African Conference 
at Bandung, and to the support of the Asian Solidarity 
Committees, the first of. which was set up in India in 1955. 
Meanwhile, dissension arose within the peace movement. At 
the conference of the World Peace Council in Stockholm in 
April 1956, the Soviet Peace Committee was criticized by the 
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British Peace Committee for not including the Soviet Union in 
a protest against the manufacture and testing of hydrogen 
bombs. In November 1956, a declaration issued at the ter- 
mination of a WPC Bureau meeting acknowledged internal 
: differences’ over Soviet suppression of the Hungarian uprising 
in October 1956. It was during this period that the need for 
reorganization of the peace movement was evidently recognized 
by WPC officials. The World Peace Council’s Secretary was 
reported to have met with the Russians to consider “giving 
greater independence to the national peace committee,” a 
euphemism which revealed that the WPC’s appeal had steadily 
diminished because of repeated evidence of its domination by 
the Soviet Union. 

The formation of the Asian Solidarity Committee at the 
Asian Conference for the Relaxation of International Tension 
in April 1955 in New Delhi represented clear evidence of the 
WPC'’s increasing interest in Asia and Africa. The proposal 
for the New Delhi Conference had originated in a previous 
WPC meeting. Apart from its connections with the origin of 
the: Asian Solidarity Committee, however, many key officials 
of the WPC and a number of national peace committee members 
are closely associated with the Asian Solidarity Committee and 
its national branches. Nevertheless, a number of fairly 
prominent non-Communists have been associated with the ASC. 
The Asian Solidarity Committee’s official organ, the Asia- 
Africa Review, although evidently careful to avoid direct 
advocacy of international Communist objectives, consistently 
condemns the policies of the principal Free World powers and 
eulogizes the accomplishments, programmes and policies of the 
Communist. bloc. 

Any vestige of doubt concerning the Communist inspira- 
tion of the Asian Solidarity Committee was dispelled when its 
successor organization convened an Afro-Asian Solidarity 
Conference in Cairo in December 1957. ‘‘Anti-imperialism,”’ 
“‘anti-colonialism,”’ attacks on the Eisenhower Doctrine, 
NATO, SEATO and the Baghdad Pacts, and other tlearly 
anti-Western themes dominated this conference. The principal 
object of the meeting was evidently to inflame Arab nationalists 
against Western influence, to stimulate “‘liberation’”” movements 
in the region, and to enlist Asian support for these activities. 
Twenty-four officers of the WPC attended the Afro-Asian 
Solidarity Conference. Resolutions were passed denouncing 
‘imperialism’ and racial discrimination, and calling for 
immediate banning of nuclear weapons, and the admission of 
Communist China to the United Nations. The Conference 
proposed the creation of subordinate organizations among trade 
unions, women, youth, etc., in Asia and Africa. Most signi- 
ficantly, an Afro-Asian People’s Solidarity Council with a 
permanent Secretariat was established for the co-ordination of 
future activities. Each country’s delegation will be entitled to 
have one representative on the Council nominated by the 
National Solidarity Committee, and the Secretariat will consist 
of a Secretary General and 10 Secretaries. 

The World Peace Council evidently intends to maintain 
the closest relations with the Afro-Asian Solidarity movement. 
At a meeting of the WPC Bureau in New Delhi in March, 
1958, officials of the Indian Solidarity Committee were 
accorded much hospitality and attention. The WPC appar- 
ently intends also to pursue a catalytic function between the 
Afro-Asian Solidarity Council, its national branches, and the 
rather decrepit, but still existing “‘peace’’ councils in Europe. 
It plans a ‘‘People’s Parallel Summit Congress” for July next 
in Stockholm and it apparently hopes to attract to that event— 
which according to reports will discuss the full roster of prin- 
cipal East-West issues—a maximum Asian attendance. 
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The WPC’s appeal in South-East Asia, however, is 
dimmed by its Communist connections; it may be further 
diminished by its close association with the Afro-Asian 
People’s Solidarity Council, which is being viewed with increas- 
Ing suspicion in the region. 

World Federation of Trade Unions 

The WFTU has been described as the most dangerous 
of the Communist international front organizations because of 
its large membership, its well-organized machinery and_ its 
status in the U.N. It was established in October 1945 by 
Soviet representatives in collaboration with the British Trade 
Unions Congress, the American Congress of Industrial Or- 
ganizations (CIC), and French and Latin American trade 
unions. The WFTU became a principal target’of Commun- 
ist infiltration from the first year of its existence until it fell 
under complete Communist domination in 1949. In protest, 
then, the non-Communist trade unions withdrew from the 
WFTU and set up a new organization, the International 
Confederation of Free Trade Unions (ICFTU). The 
WFTFU is at present the only Communist front organization 
which enjoys category ‘A’ consultative status with the United 
Nations’ ECOSOC, ILO, FAO and UNESCO. 

Most WFTU activities are implemented by its Executive 
Bureau. A study of the structure of the Bureau reveals that 
the President, Giuseppe Di Vittorio, who died in November 
195 7—his successor has not yet been named—was concurrently, 
Secretary General of the Communist-controlled Italian labour 
federation, CGIL, and a member of the Central Committee of 
the Italian Communist Party. The Secretary General, Louis 
Saillant, was a former Secretary-General of the Communist- 
controlled French labour federation, CGT, and is a Bureau 
member of the World Peace Council. The twelve Vice- 
Presidents are Communists or Communist sympathizers. It is 
apparent, therefore, from the composition of the WFTU’s 
Executive Bureau that the WFIU is completely under 
Communist control. 

Most of the ‘campaigns’ launched by the WFTU have 
directly supported Soviet policy objectives. There have been, 
for example, campaigns against the Marshall Plan and the 
Atlantic Pact, against the European Defense Community and 
German Rearmament, and against ‘colonialism’ and for 
‘peace. The WFTU has also given full support to the 
campaigns of other Communist front organizations such as the 
WPC and the WFDY, which in return have supported 
WFTU programmes. 

The expulsion of the Yugoslav trade union representa- 
tives from the WFTU in 1950, after Stalin’s quarrel with 
Tito, provided further evidence of the organization’s subser- 
vience to the Soviet Union. Moreover, despite a declared 
pledge to struggle against ‘‘every manifestation of fascism,” the 
WETU maintained silence ‘when Russian tanks quelled the 
Poznan workers’ riots in June 1956. The ultimate hypocrisy 
of its pretense of defending the workers was revealed in its 
abject support of the Soviet Army’s repression of the popular 
revolt in Hungary in October 1956. 

Apparently the split in 1949, which resulted in the estab- 
lishment of the ICFTU, severely limited the WFTU’s 
possibilities of expansion in Europe and North America. Of 
the claimed, and undoubtedly ‘exaggerated, membership of 
92,600,000, only a small number is from the non-Communist 
countries. The bulk of the members come from the Soviet 
orbit, i.e., from Communist countries where so-called trade 
unions are purely instruments of the regimes. Consequently the 
WFTU has turned its attention to the less developed areas in 
Asia, Africa and Latin America. 
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In the latter part of 1949 a Trade Union Congress of 
Asian and Australian Countries was. held in Peking under the 
sponsorship of the WFTU, the proceedings of which made 
clear the WFTU’s intention to concentrate on the Asian area. 
This was followed by the establishment of a permanent Asian 
Liaison Bureau of the WFTU with headquarters in China. 

At present, Asian countries represented in the WFTU's 
General Council are: |. Burma, 2. Ceylon, 3. Communist 
China, 4. Cyprus, 5. India, 6. Indonesia, 7. Iran, 8. Japan, 9. 
North Korea, 10. Lebanon, 11. Mongolia, 12. Syria, 13. North 
Vietnam. 

Since the establishment of the Asian Liaison Bureau of 
the WFTU in Communist China, it appears that a principal 
role in disseminating Communist propaganda to and enlisting 
co-operation and support from Asian trade unions has been 
transferred by the WFTU to the Chinese. The Chinese 
Communists are in any case making an intense effort to assume 
a leading role. In his address to the WFTU-sponsored Trade 
Union Conference of the Asian and Australian Countries in 
Peiping in late 1949, for instance, Liu Shao-Chi, the Chairman, 
stated: ‘The path taken by the Chinese people to defeat 
imperialism and its lackeys and to establish the People’s Re- 
public of China is the path that should be taken by the peoples 
of the various colonial and semi-colonial countries in their fight 
for national independence and people’s democracy.’ This 
speech was promptly endorsed editorially by the Cominform 
Journal. more realistic appraisal of the situation in most 
of the Asian countries, however, resulted in a shift of emphasis 
toward the current “united front’’ policy in 1951. Stress has 
continued to be placed on Asia, however, and the Third Con- 
gress in October 1953 recommended the development of trade 
unions among agricultural and plantation workers in addition 
to the organization of industrial workers. The Congress also 
resolved to extend aid to unions in under-developed countries 
on an even larger scale in the future. Another evidence of 
Communist China’s effort to assume the leading role in 
international Communist propaganda appeared in a report made 
to the Seventh Trade Union Congress in May 1953 by Lai Jo-yu, 
the chairman of the Chinese Communist All-China Federation 


FAR EASTERN 


EcoNomic REVIEW 


of Trade Unions (ACFTU). In his report, Lai Jo-yu said: 
“The ACFTU is a loyal member of the World Federation of 
Trade Unions (WFTU). It earnestly carries out WFTU re- 
solutions. The Chinese working class has boundless 
sympathy with its class brothers in the capitalist, colonial, and 
dependent countries who are subjected to a life of misery and 
persecution. We are under obligation to support their heroic 
struggle for national independence and People’s Democracy.” 

Activities of the Chinese Communist trade unions in the 
international field include prominently the extension of invita- 
tions to labour union delegates abroad to visit Communist 
China and the despatch of Chinese Communist delegations to 
foreign countries on good-will missions. Emphasis has been 
on labour unions in Asia and Africa. From May 18-19, 1955, 
for instance, an Asian-African trade unionists meeting was held 
in Peking. Two hundred and thirteen delegates from 71 
labour union organizations of 15 countries gathered to discuss 
peace, anti-colonialism, and the banning of nuclear weapons, 
the questions previously dominating the WFTU conference. 
In the context of this highly political agenda, those attending 
were asked to work towards strengthening the ties of “‘inter- 
national friendship of the labour class of the various Asian. and 
African countries.” 

The WFTU has recently sought to centre its activities in 
areas of the greatest potential impact, taking its cue from 
Soviet instructions to local Communist parties to concentrate 
on local issues and to build campaigns on the realistic problems 
of current interest to the national masses. It has, therefore, 
sought‘to decentralize its activities and to support the actions 
of its affiliates, enjoining them to emphasize “unity of action” 
campaigns. Most recently, the Fourth Congress of the WFTU, 
held in Leipzig (East Germany) in October 1957, addressed 
an “open letter’ to all international trade unions and affiliated 
with the WFTU, asking their co-operation in drawing up a 
minimum programme for the establishment of “‘international 
unity of action.’’ Also, the WFTU Statutes have been amend- 
ed to open up WFTU Congresses to all trade union organiza- 
tions ‘“‘without their participation committing them to the 
WFTU.” All these recent moves are in line with overall 
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Communist front policy to intensify the “united front” 
campaign as directed by Soviet policy. It is perhaps significant, 
that at Leipzig, Indian and Chinese Communist delegates de- 


manded more active penetration of peasant communities in Asia 


and Africa. 
The World Federation of Democratic Youth 


The importance of youth as a target and an instrument of 
Communism has been emphasized in Communist doctrine since 
the early days of the movement. The principal international 
front for youth is the World Federation of Democratic Youth 
(WFDY), which was established in November, 1945, at a World 
Youth Conference convened in Lendon by the World Youth 
Council, a Communist-controlled body, which is now defunct. 
The WFDY’s avowed aims—to promote international under- 
standing and co-operation among youth, to maintain freedom 
of speech, press, religion and assembly, and to defend the 
rights of youth, particularly regarding standards of living and 
conditions of employment—at the beginning attracted many 
bona fide youth organizations, which joined the WFDY in the 
belief that they were participating in a non-political organization 
to bring youth of the world together. However, after the 
Communists had captured most of the key posts and had pro- 
ceeded to turn the WFDY into a pro-Soviet propaganda 
organization, the non-Communist youth organizations withdrew 
from membership. By’ 1949, almost all of the non-Communist 
members had left the organization and had founded the World 
Assembly of Youth (WAY). The WAY has provided an inter- 
national organization for non-Communist youth and has become 
the principal rival of the WFDY. Like the WFTU, the WFDY 
was, in its early stages, granted consultative status with the 
United Nations’ ECOSOC and UNESCO, but these privileges 
were withdrawn in 1950 and 1952, respectively. Subsequent 
applications for reinstatement have been rejected. It remains, 
however, on the two UN organs’ registers. 

As in other Communist front organizations, the most 
important position in the WFDY is that of the Secretary 
General. This post was long occupied by Jacques Denis, a 
French Communist and WPC member, who was the first 
incumbent. The position was taken over in 1957 by Christian 
Echard, another French Communist. The President of the 
organization, Bruno Bernini, is an Italian Communist and 
member of the WPC Bureau. The majority of the Vice- 
Presidents come from the Soviet orbit; all are either Commun- 
ists or fellow travellers. 

In addition to its periodic congresses, Council meetings, 
and various committee meetings, the WFDY holds special con- 
ferences, such as the International Gathering of Rural Youth, 
which was held in 1954 in Vienna. WFDY propaganda has 
concentrated on “‘colonial’’ problems and given staunch support 
to the Communist “‘peace’’ campaign. 

Among its various activities, perhaps the most widely 
publicized is the biennial World Festival of Youth and Students. 
Jointly sponsored by the WFDY and the International Union of 
Students (IUS), which is clearly identified as a Communist 
youth organization, these World Youth Festivals have become 
increasingly elaborate over the years. They are aimed at 
attracting the attendance of masses of youth from all parts of 
the world to Communist countries, where thus far all of them 
have been held, and where non-Communist youth can be ex- 
posed to carefully-prepared “‘attractions’ of the Communist 
system. 

The Sixth World Youth Festival, which was held in 

1957, represented a 


Moscow from July 28 to August I], 
concerted attempt to subvert the youth of Asia and Africa. 
Special efforts had been made to attract young people from 
the regions, but Asian and African delegations attending were 
relatively small, e.g., 50 from Ceylon, 12 from Indonesia, and 
7 from Thailand. Delegates from India, originally estimated 
by the WFDY at 1000, actually numbered only 139, although 
a larger number of Indian students in the Communist countries 
and in Western Europe also attended. Very little attention 
was given to the Festival by the press in South-East Asia and 
Japan. Many delegates from these countries, however, were 
reportedly much impressed by the Festival, particularly by its 
mammoth displays. Moreover, a more significant impact may 
have been made on the many delegates, particularly from Asian 
and African countries, who, after the festival, were treated to 
xpense-paid tours of Communist areas. 
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After the 1957 Youth Festival, there had been suggestions 
in the Communist press that the next Festival might be held 
in Peking or New Delhi. However, in March 1958, a prepara- 
tory committee representing the WFDY and the IUS decided to 
hold the Seventh World Youth Festival in Vienna in'July 1959. 
Anticipating “‘difficulties” which may arise from Austrian 
antagonism, however, the Communist press has hinted that if 
“difficulties” do arise the Festival may be held in Prague or 
Colombo. 

At the most recent WFDY Congress, the Fourth World 
Youth Congress, held in Kiev in August 1957, affiliated organ- 
izations from the following Asian countries were represented: 
1. Burma, 2. Ceylon, 3. Communist China, 4. Cyprus, 5. India, 
6. Indonesia, 7. Iraq, 8. Iran, 9. Israel, 10. Japan, 11. Jordan, 


12. North Korea, 13. Lebanon, 14. Mongolia, 15. Nepal, 16. 
Syria, 17. North Vietnam. 
In addition, various Asian youth organizations were 


represented at the Congress “‘in the capacity of observers.” 
These representatives were from Cambodia, Ceylon, India, 
Indonesia, Japan, Lebanon, Malaya, Nepal, Pakistan, Syria, and 
Thailand. 

The Kiev Congress followed the pattern laid down in 
previous congresses, i.e., support of Communist political 
objectives and denunciation of the free world alliances. How- 
ever, increased attention was devoted to Asian and African 
youth. The Congress resolution which instructed the Executive 
Committee to “support and carry through measures to facilitate 
the struggle of the youth of all colonial countries for their free- 
dom, national independence and progress,” implied an intention 
to activate ferment in colonial areas. The Kiev Congress also 
laid considerable stress on broadening contacts with non- 
Communist youth organizations. The WFDY has been especi- 
ally eager to gain the ‘“‘collaboration’’ of the non-Communist 


WAY, thus far without success. 


Communist Front Organizations in the Far East 

The well-established international front, as noted in the 
previous section, have increasingly focussed attention on the 
less developed regions in recent years, partly because they have 
been discredited in Europe and North America because of their 
Communist connections but more importantly because the 
political and economic situations in Asian regions, particularly, 
are unstable and thus provide fertile environments for infiltra- 
tion. Moreover, the prevalence of extreme nationalism in these 
regions facilitates front operations, most of which are now 
primarily based on “‘anti-colonialism.”’ 

Except in Indonesia, Singapore and Malaya, labour fronts 
have made little progress in South-East Asia. Other special- 
group fronts have prospered somewhat better, but on balance 
have also had relatively slight impact. The special-issue front, 
the WPC, has had greater success, primarily because its osten- 
sible support of “peace” has attracted a considerable number of 
non-Communist participants. Moreover, local organizations 
supporting “‘peace’’ are difficult to proscribe for subversive 
activities. The recent trend in front activities in the region 
appears to be in the direction of mobilizing support on the 
basis of issues, rather than _ interests. The Afro-Asian 
Solidarity Movement, for example, which now seems to be the 
major Communist front effort in the region is designed to 
appeal to all Asians and Africans, regardless of status or 
interest, on a general platform supporting ‘‘anti-imperialism,” 
“peace,” and “independence.” This movement, which has 
virtually unlimited potential for later developing special interest 
groups within itself, i.e., Writers, Students, Women, etc., is, of 
course, intended to isolate the regions from responsible non- 
Communist nationalist leadership as well as from Western 
support and influence. 

Front organizations have played a major role in Communist 
strategy since the beginning of the movement. As Miinzenberg 
discovered, they can be particularly effective in the international 
movement as a means of mobilizing mass support for overall 
Communist objectives and of stratifying special interest groups 
to gain support for particular’ objectives. Given the great 
variety of groups in the world that are susceptible to the care- 
fully planned deception of Front tactics, it is surprising that 
Front organizations have not been more successful. Their vast 
membership claims notwithstanding the older fronts, such as 
the WFTU and WFDY, have served primarily as instruments to 
maintain the spirit of “‘proletarian internationalism’ among 
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PART II 


IV. BASIC TAX ISSUES AND ALTERNATIVES 


It is probably fair to say that, as far as the basic 
agricultural tax measures and techniques are concerned, some 
variant of all major types of taxes has already been tried in 
one or more countries at one time or another. Yet the official 
statements of the governments seem to indicate that hardly any 
of the alternatives adopted in the under-developed countries for 
agricultural taxation has worked satisfactorily. A good part 
of the difficulty encountered in the taxation of agriculture is, 
as explained in the previous part, attributable to the structure 
of agriculture and its institutions. It cannot, however, be 
denied that the present systems of agricultural taxation offer 
wide scope for improvement. The reorganization of agricul- 
tural taxation can be considered for an interim period or as 
part of a long-term reform. An interim programme should 
have rational links with long-term objectives. 

The desirability of taxing income from agriculture is 
widely recognized in the region as a continuing objective. 
With respect to the land tax, the position in the countries of 
the region is less clear. The abolition of the land tax has been 
proposed in some quarters, while in other recommendations 
have been made for its reform. Certain market taxes or 
excises on agricultural crops, such as tobacco excises in India, 
are given a permanent place in the tax system, and no 
fundamental change of this situation is envisaged. In regard 
to export taxes on agricultural commodities, one may assume 
that reliance has been placed on this type of taxation as a 
counter-inflationary measure, or that it has been retained as a 
necessary means of securing the needed revenue as long as 


yields from more desirable agricultural income and land taxes 
remain inadequate. 

Historically, the farm output tax in its various forms has 
been the starting point of taxation in most countries.. With 
the development of the economy and the tax system, taxation 
of agriculture in the advanced countries has taken. definite 
forms. In the majority of these countries, agriculture has been 
subject to two major taxes, (a) a general income tax covering 
income derived from agriculture and (}) the property tax on 
farm real estate. The property tax in a number of countries 
is based on the capital value of the property. In: others, the 
basis of assessment is the annual value or rent. 

In the under-developed countries, taxation of agriculture 
has followed many directions, and frequent shifts have been 
made from one type to another for administrative expediency 
or for revenue or other reasons. An interesting example is 
the case of Iran, where the central government land tax, 
reorganized in 1925, was changed in 1933 to a 3 per cent tax 
on the value of agricultural commodities entering the place 
where they were marketed. This tax was abolished in 1943, 
and agricultural income was included in a newly established 
universal income tax. In 1946, the government, after - 
experiencing difficulty in the operation of this form of agricul- 
tural taxation, re-established the old land tax system; the cash 
liabilities determined under the 1925 assessment were increased 
by the application of an index, while the assessments in kind 
were left unchanged. 

Many innovations have been introduced in the land tax 
systems to improve their operation and effects. Under the land 
income tax of the Republic of Korea, an attempt is made to 


Communists. They have had very little conversion value 
among non-Communist labour and youth, although the WFDY, 
through its elaborate Festivals, may have succeeded in raising 
the prestige of Communist countries among certain youth 
groups. New fronts, like the Afro-Asian People’s Solidarity 
Council, present a more favourable prospect, but even in this 
form, the compulsion of Communist participants to adhere to 
the “‘line’’ and to engage in proseletizing has already aroused 
the suspicions of Asian countries and groups who might other- 
wise have been attracted to the concept of Afro-Asian 
solidarity. 

The Communists have always faced a dilemma in front 
activities because of their need to follow Soviet directives in 
accordance with the principle of ‘democratic centralism.”” At 
times central directives provide considerable leeway .to sub- 
merge patently Communist objectives under cover of collabora- 
tion with other groups. The “‘line,”’ however, had often been 
subject to sudden shifts and the immediate reflection of these 
shifts in the fronts has frequently proved most awkward and 
has served to discredit them. The WPC, for example, lost 
much of its remaining reputation as a supporter of ‘‘peace”’ 
by its approval of the Soviet military action in Hungary. 

But front organizations, despite the doctrinal compulsions 
that have given repeated evidence of their Communist 
connections, are remarkably flexible and the astute propagand- 
ists who lead their campaigns are adept at burying embarrassing 
past events in diversionary propaganda. It is, for example, 
somewhat incredible that after the Soviet intervention in 
Hungary, the Declaration of Twelve Communist Parties in 
Moscow in November 1957, which reaffirmed the Communists’ 


aim of world conquest, and most recently, the excoriation by 
the Soviet Union and Communist China of Yugoslavia, that any 
faith could be placed in the Communist bloc’s alleged support 
of “peaceful co-existence.’’ Evidently, however, many well- 
intentioned people have failed to draw the only possible 
conclusion from these actions, namely, that by “peaceful -co- 
existence’ the Communists mean a Communist world. 

The durability of the front mechanism can probably be 
attributed to the fact that the platforms they present are a 


clever presentation of concepts that almost everyone, in 
principle, can support, e.g., “‘peace,” “‘independence,”’ and 
non-interference. Within these, there emerge the subtle 


“explanations” or set of “negatives.” 
means the abolition of “‘antagonistic’’ military blocs, (not, 
however, the Warsaw Pact); it also means “peaceful co- 
existence,’ which in turn means the entrance of Communist 
China into the U.N. and the reunification of Vietnam, Korea, 
and Germany on Communist terms. “Independence” and 
“non-interference’’ means the elimination of all Western 
influence and contact with the Asian-African regions. 

The Asian region, with its proclivity for verbalized 
concepts of somewhat mystical nature, such as the Pancha 
Shila, is probably especially vulnerable to the manipulation 
of words as practised by the Communists, more especially 
because of the sincere feelings in the region with respect to 
“colonialism’’ and “‘interference.” The threat posed by 
Communist Front activities, therefore, must not be minimized. 
As noted previously, this threat must be viewed as part of the 


overall tactics of ‘‘united front’ that are now being pursued in 
the region. 


“Peace,” for example, 
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collect taxes exclusively in kind in order to reduce the 
inflationary pressures and at the same time enhance the tax 
yields. The sliding scale assessment introduced in the pre- 
partition Punjab, and now in, force in the Amritsar district, is 
designed to render the system more flexible in terms of price 
fluctuations by allowing tax adjustments when prices fluctuate 
over or below the determined levels. In Indonesia, standard 
parcels of land are cultivated under state supervision, and the 
resulting yield and value of crops are utilized as yardsticks for 
tax valuation purposes. 


UNDERLYING CONCEPTS IN AGRICULTURAL TAXATION 


For the purpose of land taxation, land offers two different 
but inter-related values: capital value and revenue derived from 
its productive use. These two concepts are in practice subject 
to wide variations. : 

In principle, a tax in rem falls on the land irrespective of 
the type of ownership and the actual income derived by the 
proprietor from the specific land. Proportional taxation in this 
respect is not undesirable. The proportionality of the rate 
renders the tax more manageable, since it makes it unnecessary 
to identify the owner in order to determine his total holdings, 
except for those limited cases where certain types of ownership 
are exempted (e.g. small holdings, farm co-operatives and 
religious and other institutions). Since the property itself is 
liable te tax and is directly subject to the tax lien, the alloca- 
tion of the tax among the owners in communal and family 
farms, which form the pattern of ownership in many under- 
developed areas, is decided among themselves. 

When agricultural income is subject to a general income 
tex, the tax covers in principle the actual income of individuals. 
The principal features of the tax in its developed form are its 
coverage of all sources of income and the progressiveness of its 
rate structure. Basic exemption and personal and business 
allowances are provided in the system. The tax may be paid 
in advance in instalments on the basis of anticipated actual 
income during the tax year. At the same time, a portion of 
the tax may be prepaid or provisionally withheld at the source 
of income pending settlement at the end of the fiscal year. 

The type of income tax on agriculture which in fact exists 
in a number of under-developed countries is a tax. which, 
although called an income tax, has many features. of the land 
tax; income from land is-determined presumptively, as in the 
case of cadastral land taxes, and many income tax criteria 
related to ability to pay; such as the totality of income and 
number of dependents of the person subject to the tax, are 
ignored. The existing land taxes, on the other hand, have 
acquired in the course of time certain features of the income 
tax (e.g. progressive taxation in terms of size of holdings, pro- 
vision of basic exemptions and numerous other personal allow- 
ances). In view of these conditions, land taxes and income 
taxes in many under-developed countries are very similar in 
form and function. In many countries, the land tax has been 
alternately called an income tax and incorporated as a schedule 
in the income tax code, as in Egypt, Iran and Lebanon. In 
the Republic of Korea, the provisional land income tax intro- 
duced in 1951 is a tax in kind based on cadastral valuation. 
The only major feature borrowed from the income tax is the 
progressive rate schedule. In some other countries, the pre- 
sumptive land revenue assessment also serves as the basis of 
the determination of taxable income for the, purpose of income 
taxation. This is the case for the provincial agricultural income 
taxes in India and Pakistan. 

Presumptive assessment of income is, however, a highly 
complicated matter and requires fully developed and flexible 


techniques and standards if an equitable and reasonably accept-. 


able valuation basis is to be ensured. In the agricultural 
income tax systems of a number of states in India and Pakistan, 
the agriculturists are given the option of presenting their actual 
income accounts or accepting the presumptive assessment 
formulae worked out by the revenue departments, e.g. on the 
basis of the rent. But in many states such as Bengal and Bihar, 
this system has been abandoned in view of the difficulty of 
determining the rent basis for each district and also because of 
abuses made of this short-cut method by the tax-payers. 
Nevertheless, presumptive assessment is very widely used. 
In this type of valuation, the revenue from land can be based 
on productive capacity of the land or on a given years actual 
income derived by. those having an ownership or management 
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claim on the land. The income capacity of land may also be 
valued on the basis of the optimum use of land through applica- 
tion of the best known production techniques and selection of 
the most advantageous products. Since the user of the land 
will in principle seek a maximization of his income through the 
application of the best possible production processes, the actual 
income may théoretically approximate to the revenue capacity 
at the highest attainable level; in any case the tax assessed on 
this basis may serve as an incentive to such approximation. 
The income capacity of land may also be determined by 
reference to the prevailing rent on similar lands, which would 
reflect the average revenue derived from land management as 
commonly pursued in the area. The calculation of the revenue 
may also vary according to its computation at gross or net and 
according to different allowances given on account of cost of 
production, marketing and other values of inputs. The 
revenue may include or exclude the cost of management and 
functions of intermediaries. These factors are responsible for 
the existence of countless, and to some extent, inevitable, 
variations in the assessment bases and valuation procedures for 
land taxation even within the same tax jurisdiction over a 
period of time and from one locality to another. 


LAND CAPITAL VALUE TAXATION 


Another system of reflecting the revenue capacity of land 
is that of basing the tax on the capital value of land. In 
addition, this tax basis also takes account of the fact that land 
can be used as a cushion against inflation, confers a certain 
prestige on its owner, and has a prospective site value for uses 
other than agriculture. The prevailing price for the land 
usually represents all these values. The land capital value can 
also be determined indirectly by the estimation of its revenue 
capacity and capitalization of such income on the basis of the 
current rate of interest or average investment yield, corrected 
for other non-income values of land. This type of taxation, 
like other forms of land taxes, requires the use of cadastre and 
tax rolls. The use of tax rolls without periodic revaluations at 
reasonable intervals introduces a certain rigidity which will 
inevitably cause disparities between tax and value after a 
certain lapse of time. But the capital value basis can be better 
adapted to general revaluations through the application of index 
methods than the other forms of land taxes. Through such 
measures a capital value land tax can achieve a measure of 
standardization and equalization, within each jurisdiction as 
well as throughout the country. 

Taxation of land on the basis of capital value and in the 
form of a property tax in rem may have other advantages which 
deserve thorough examination by governments in the region. 
As mentioned before, idle land which is capable of cultivation 
is subject to taxation under this system. The capital value tax 
may also have an element of net worth taxation; in this case 
mortgages on the property will presumably be deducted. It is 
also possible through this type of tax to differentiate between 
improvements and the land itself by differences in the tax 
treatment, either as regards the rates or the calculation of the 
base. When periodical revision is made, the tax also acquires 
some features of capital gains taxation and betterment levies. 
The present administrative machinery for land revenue assess- 
ment in many countries should be able to cope with land value 
assessments with only slight adjustments. Taxation of land on 
the basis of capital value can also facilitate the assessment and 
administration of death duties and levies on wealth or net worth 
taxation which are receiving increasing attention on the part 
of the governments in Asia and the Far East. 

In the postwar years in a number of under-developed 
countries where the capital value property tax system is in 
force, effective steps have been taken to place the property tax 
valuation and assessment on a scientific basis. In Puerto Rico 
scientific valuation has just been completed. Similar work is 
being undertaken in Jamaica and the Philippines. The new 
laws and regulations passed in this connexion contain innova- 
tions and features which may be of interest to the countries of 


the region. 


TAXATION OF AGRICULTURAL INCOME 


With the evolution of the economic pattern toward an 
exchange economy and the improvement of administrative 
performance, conditions will become increasingly conducive to 
more advanced forms of income taxation. In some countries 
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of the region, these conditions are already in existence. For 
the intermediate periad, it is of great.importance to look for 
those tax measures (including more rudimentary forms of 
income taxation) which can function fairly satisfactorily and 
pave the way for the ultimate introduction of a progressive 
and integrated income tax of broad coverage. The urgency of 
progressive taxation of agricultural income is obviously directly 
related to the degree of uneven distribution of land ownership. 

In India and Pakistan, increasing reliance on the provincial 
agricultural income tax has been chosen as one way to achieve 
this goal. Under this system of income taxation, rates are 
arranged progressively according to the amount of income 
received. Some allowances are given for dependents and costs 
incurred in reference to agricultural production, distribution 
and certain institutional requirements. The provincial agri- 
cultural income tax, however, presents certain discriminatory 
features in favour of agricultural income which require 
examination: agriculture is treated more favourably even than 
under other forms of schedular income taxation in force in 
other countries. This is, first, because the tax is limited in 
jurisdiction. An owner receiving income. from two farm hold- 
ings located in different states or across a state border can split 
his income into two parts. Where progressive rates are in 
force, the resulting total tax payment will be lower than when 
all such income is subject to one set of income tax rates. The 
second advantage lies in the fact that other sources of income 
which are subject to the central income tax are not included 
for the calculation of the over-all progressive rate applicable to 
the agricultural income. In India and Pakistan, this oppor- 
tunity to split income is given only to the agricultural income 
recipients. In other countries where there are separate 
schedules for each category of income, persons in receipt of 
other income can also benefit from this method. This differen- 
tiates the system in force in India and Pakistan from that in 
other countries which utilize the schedular income tax, and 
even more from those which also levy a global complementary 
income tax covering among other things agriculture. It should 
be noted that, even if the rates of agricultural income tax under 
the Indo-Pakistan system were the same as those of the central 
income tax, the agricultural income recipient would _ still 
receive favourable tax treatment. 

In the light of these discussions, it may be concluded that, 
unless there is a specific and deliberate policy to favour agricul- 
tural income recipients in the upper income groups, differential 
tax treatment of agricultural income should be avoided as much 
as possible. In the case of India and Pakistan, there is a con- 
stitutional limitation on centralization of the income taxation 
of agriculture. Nevertheless, considerable attention is being 
given to methods and devices to remove and reduce the existing 
inequities in the tax system within the present jurisdictional 
framework, As an intermediate stage on the way to complete 
integration of agricultural and non-agricultural income, it has 
been proposed that surcharges might be levied on the agricul- 
tural income tax so as to raise the tax payments of large 
agricultural income to the level appropriate .to their total in- 
come from all sources. 


OTHER TYPES OF AGRICULTURAL TAXES 


As indicated above, many market taxes introduced in the 
region have either been used as revenue substitutes for basic 
agricultural taxes or have been used for other, non-revenue 
purposes. It is believed that, with the improvement of the land 
and income taxes, revenue from these sources may increase, 
and many inequities disappear, so that the need for extensive 
reliance on taxes on transactions (e.g. market and export 
taxes) may be reduced. In those countries (such as India) 
where the economy is not dependent upon the agricultural ex- 
port market, the market taxes may be levied in the form of 
selected taxes on certain specific crops such as tobacco or on 
specific functions related to agricultural production, distribution 
and marketing (e.g. processing, slaughter, etc.). Such taxes 
may operate as a sales tax or excise, as in the case of other 
commodities subject to excises. The degree of taxation, as 
indicated before, could then be made to depend upon the cost 
of production and the desirability of providing incentives for 
the production of such crops as compared with other staples 
entering the market or with products of a subsistence economy. 
In so far as the export-oriented countries of the region are 
concerned, it would be unrealistic to expect a complete 
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deviation from export taxation in the near future. However, 
a system of credit allowance between the export duties and 
income tax can be devised like that customary in the case of 
minerals (e.g. in Peru) according to which payments in the 
form of export duties are deducted from income or corporation 
tax liabilities. 

In the preparation of appropriate export and domestic 
market taxes, consideration should be given to other taxes 
falling on agricultural land and incomes so as to provide 
optimum incentive through the over-all operation of the tax 
system. No doubt a part of commodity taxes will be borne by 
the agriculturalists. The earlier discussion of the rigidity of 
taxes in the form of specific duties is of direct relevance in 
these cases. If it is administratively difficult to rely exclusively 
on ad valoram duties, a combination of specific and ad valorem 
rates may be devised, as in Indonesia, to secure through the 
former a relatively stable level of revenue to the government 
and at the same time through the latter to absorb the in- 
flationary effect of high profits. Again, the ad valorem rates 
may be arranged progressively in relation to different levels of 
prices. This method can absorb a higher proportion of gains 
resulting from sudden and radical changes in prices such as 
occurred in the region following the outbreak of the Korean 
War and thus have stronger anti-inflationary effects. A part 
of the difficulty in establishing closer correlation between prices 
and tax duties in the case of many countries of the region is 
attributable to the fact that the law does not provide for flexible 
rates and that the administration does not have sufficient 
freedom and flexibility in making the necessary adjustments. 
Moreover, in certain countries where the law lists ad valorem 
rates for export taxes and excises, the tax administration con- 
verts them into fixed tax amounts on the basis of official valua- 
tions which thus become in part specific duties at least during 
the period between valuation. 

In the post-war years government institutions in the form 
of marketing boards have increased in number as well as in 
coverage of operation. In Burma, the rice and _ timber 
marketing boards occupy a major place in the fiscal system of 
that country. The trading profits of the Rice Marketing Board 
have for many years provided the bulk of government receipts. 
In a number of countries such boards also finance and carry 
out development projects in their respective fields. There are 
also a variety of agricultural commodity boards or committees 
with limited functions and field of operations in other countries 
of the region such as the cotton, jute, tea and coffee boards in 
Pakistan, India and Ceylon and the copra board in Indonesia. 
There is no question that such institutions, especially when 
organized along the lines of producers’ co-operatives, render a 
variety of useful economic functions, namely: market survey, 
research for the guidance of producers, maintenance of a re- 
serve fund for price support, keeping of a reserve of com- 
modities to combat famine (in the case of food-grains) and 
administration of export trade in bulk which may secure a 
higher return as compared with trading operations of small 
merchants and shippers. 

The boards’ financial requirements for the maintenance of 
the reserve funds and financing of other expenses are met 
from the profits accruing to them as the result of purchase and 
sales price differentials. The determination of the purchase 
Price is one of the important functions and responsibilities of 
the boards, and it acquires special significance when the boards 
are trading in the international market and lack sufficient con- 
trol over the movement of prices abroad. On the other hand, 
the profits of the boards are affected by the government 
revenue claims. When the marketing boards enjoy full or 
semi-independent status, the government's revenue from such 
sources is usually derived through the imposition of taxes, 
mostly export, but sometimes income taxes. When the boards 
are regarded as an integral part of the government, and for 
that matter considered as a government department, the con- 
tribution received by the government may have the character 
of monopoly receipts and gains. In the former cases, the 
government's share is determined by the yields from taxes im- 
posed and withheld by the boards on behalf of the government 
or directly collected by the tax departments. In the latter 
cases, the distribution and bases of allocation of the profits 
between the boards and the governments are in general 
arbitrarily determined. 
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The manner of distribution as well as the level of gains 
derived from marketing operation have thus far-reaching 
effects upon the board's purchase prices and on the level of 
funds available to it. The size of the government revenue 
from such sources is, in turn, a major determinant of govern- 
ment taxation policy and budgetary planning and expenditure. 
Consequently, the adoption of proper methods for determining 
marketing gains and allocating them between the government 
and the board is of great importance if both effective public 
control over the marketing board’s pricing and management 
polices and the optimum use of their funds is to be ensured 

Taxation may be regarded as a desirable device as com- 
pared with the other numerous and somewhat arbitrary criteria 
and bases utilized for such purposes. Taxation would provide 
a more acceptable basis of allocation as it can only be adopted 
if parliament approves. It would at the same time provide an 
automatic safeguard against excessive and arbitrary allocations 
of the board’s surplus. Taxation can also be more easily and 
properly linked with the types of governmental expenditure, 
namely financing of the current or capital accounts or the 
Provision of more specific services. Taxation is nevertheless 
a flexible method through which the financial needs of the 
government can be secured at a suitable level and manner; if 
revenue stability at a certain level is found desirable, per 
quantum taxes in ths form of market taxes or export duties may 
be imposed and possibly be combined with progressive ad 
valorem rates beyond certain levels of prices or alternatively 
combined with income or corporation taxes on the board, both 
of which combinations would introduce a greater element of 
fluctuation in the yield. The stability introduced into the 
system of allocation through the tax methods, especially the 
auditing procedures implicit in an income tax system, would 
facilitate control and financial management by the boards, 
particularly in reference to the determination of purchase 
prices which directly affect the producing sectors and the 
economy as a whole. It is moreover desirable to establish 
some reasonable relationship between the taxation of different 
sectors and crops from the point of view of equity as well as 
of incentive effects. Taxation utilized as the basis of 
apportionment of marketing profits (whether considered as 
monopoly rights or not) would provide some criteria for 
analysis and comparison of tax contributions and burdens in 
different sectors as well as in reference to specific crops and 
functions. 


SPECIAL TAX MEASURES 


In the post-war years, there has been an increasing trend 
toward the use of taxation by many governments as a means 
of furthering and assisting their agricultural development and 
agrarian reform. In some countries such as Egypt, important 
tax provisions are integrated in the land reform schemes. In 
that country, the land tax assessment is used as the basis of 
computation of the compensation values for the expropriated 
land. Furthermore, pending the gradual enforcement of the 
law, holdings over the maximum allowable size (200 acres) 
are subject to heavier taxation (five times the original tax). 
In other countries including most of the countries of Asia and 
the Far East, the tax measures introduced recently for the 
specific purpose of agrarian reform are mostly of an ad hoc 
nature and are usually in the form of special provisions and 
exemptions incorporated in the various types of existing taxes. 
In special cases, however, certain new types of taxes are intro- 
duced for such purposes, e.g. betterment levies and capital 
gains and property transfer taxes. 

Certain allowances which are found in the present tax 
legislation covering agriculture, such as the tax exemption for 
a number of years: of newly reclaimed land, remission of taxes 
in cases of drought and other causes of crop failure can be 
observed in the tax laws and traditions of most countries. 
Other provisions such as taxation of unimproved value of land, 
heavier taxation of absentee owners and of under-cultivated 
and inefficiently worked farms and large holdings, as well as 
tax exemption of co-operative farms etc., are among those 
measures which have a more recent origin and are receiving 
increasing attention in the recent tax legislation of many 
countries. 

In Asia and the Far East, many special provisions and tax 
measures have recently been introduced with the explicit pur- 
pose of improving the land ownership, 


management and 
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agricultural productivity. In Thailand, a surtax was levied in 
1954 on large holdings. The under-cultivated land is also 
taxed at heavier rates, while land used for certain crops is 
given tax remission. In southern Viet-Nam, partial or full tax 
exemptions are granted to landowners accepting the new type 
of tenancy at reduced rents. In mainland China, as well as 
other countries of the region, co-operative farms enjoy favour- 
able tax treatment. In India and China: Taiwan, the in- 
crement in values of land not attributable to the effort of the 
owner, e.g. through government irrigation work, is subject to 
taxation under the betterment levies or transfer taxes. In 
those countries where agricultural incomes are subject to pro- 
gressive rates, the system functions in favour of the small 
farmers as against the large income recipients. The same is 
true in reference to death duties and net worth taxes (if 
agricultural properties are not excluded as is the case of con- 
stitutional limitations for the recently proposed Central Gov- 
ernment levy on wealth in India) which together with the 
institution of inheritance tend to accelerate the distribution of 
large individual holdings. 

When the land assessment is based on higher productivity 
standards, it would result in over-taxation of the inefficient 
producer, which may induce greater productive efforts. In 
those areas where land valuation is based on actual income of 
state-operated yardstick farms (as in parts of Indonesia), their 
operation may serve as guides for the producers to the use 
of more efficient and remunerative production techniques. As 
already mentioned, the taxation of capital value as against the 
annual value and exemption or favourable treatment of im- 
provements as compared with unimproved value of land may 
induce higher agricultural productivity. An evaluation of the 
incentive effects of taxation in the agricultural fields must 
await intensive field surveys in reference to specific situations. 


V. TAX BURDEN IN THE AGRICULTURAL SECTOR 


The gradual diversification of the economy outside and 
within the agricultural sector and the changes which have 
occurred in the structure of government revenues and services 
have rendered the inter-relationship of taxation and agriculture 
highly intricate and ramified. In a study of agriculture one 
cannot isolate the other sectors with which agriculture and 
agriculturalists are intimately connected in that they bear the 
burden of taxation and react to its stimuli or restrictive effects. 

In view of the far-reaching implications of taxation, no 
single approach can satisfy all the needs of analysis and pro- 
vide sufficient information regarding the complex functions of 
taxation in an economy advanced beyond the subsistence level. 
Consequently, tax studies must vary widely in scope, technique 
and objectives. 

The countries of Asia and the Far East have already come 
to grips with many of the new problems of agricultural 
taxation; many important tax measures and policies have been 
introduced in the broader framework of economic develop- 
ment. In many of the national economic plans drawn up in 
the region, ample recognition is given to the incentive, equity 
and anti-inflationary aspects of the tax system in addition to 
its revenue productivity and yield as a source of financing in- 
creasing government expenditures for both conventional ser- 
vices and development projects. The work which has thus been 
initiated on the systematic study of taxation is still in the early 
stage. The surveys undertaken by the Indian Taxation En- 
gquiry Commission and the Ceylon Taxation Commission, for 
example, are among the first and the most important steps 
taken in that direction. The value of these surveys is en- 
hanced by the fact that they brought together parties with 
divergent interests in tax problems and policies and utilized all 
available professional and technical talents. 

Attempts have been made in the region to analyse the tax 
burden. There has, for example, been a study of tax incidence 
by two Enquiry Commissions referred to above. The deter- 
mination of formal tax incidence, no matter how painstaking, 
would not provide an adequate picture of the ultimate effects 
of the system, since such an analysis must also take into 
account the real incidence of taxes and the ultimate benefits 
received from the expenditure of government tax funds. Con- 
cepts and techniques of tax and benefit analyses have not 
advanced to the stage where studies could dispense with 
frequently arbitrary and hypothetical assumptions as to the 
degree *and direction of tax shifting. Nevertheless, despite 
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these limitations, a study of tax incidence would add some basic 
information to the inadequate knowledge of the effects of 
taxation and would serve to correct many of the untested 
generalizations and often misconstrued observations regarding 
the effects of certain taxes or groups of taxes. 


THE QUESTION OF UNDER-TAXATION OF AGRICULTURE 


In general, agricultural taxation is identified in many 
quarters in the region with land taxation, and the two terms 
are regarded as synonymous. Agricultural taxation according 
to this terminology does not play an important revenue 
function in view of the declining revenue significance of land 
taxation. But, if agricultural taxation is taken to include all 
taxes falling directly on agriculture, the revenue aspect of such 
taxes assumes greater importance. This is particularly true in 
the export-oriented countries of the region, where the bulk of 
government revenue is derived from customs duties levied on 
export commodities. Even more significant for the purposes 
of this analysis than the revenue records of the past is the 
potentiality of revenue from agricultural sources in the future 
and the tapping of as yet untaxed or under-taxed resources in 
that sector. 

The question of under-taxation of the agricultural sector 
has been raised frequently in the post-war years in connexion 
with the decline of the land tax and the exclusion of agricul- 
tural income from the principal income tax on the one hand, 
and the rise in value of agricultural commodities and income 
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on the other. The argument in respect of land and income 
taxes seems plausible, and there can be little doubt about the 
lower contribution of the agricultural sector through payment 
of these taxes—as compared with that in the other sectors of 
the economy or with respect to contributions in earlier periods 
by the agricultural sector itself. The main question is whether 
the agricultural sector pays less or more when the combined 
burden of all taxes are considered. It is common knowledge 
that excises and indirect taxes have been increased as sub- 
stitutes for land and income taxation. The findings of the 
Indian Taxation Enquiry Commission, referred to earlier, have 
revealed that, although the tax contribution or the burden of 
indirect taxation is less in the rural sectors, particularly in 
subsistence economy areas, this difference is not as wide in the 
lower and middle income groups as is often believed. If the 
incidence of the proportional land tax is added to the indirect 
taxes, the gap will be further reduced in these groups. As to 
the rise in agricultural prites, it would appear that it does not 
fully benefit the small-and-middle-income groups in the agri- 
cultural sectors. The rise of agricultural prices would affect 
only the surplus output of the small-and-medium sized farmers 
which is available for exchange in the market against other 
consumer goods. The rise and decline in the farmer's income 
is dependent upon the parity relationship between the prices 
at which the surplus is sold and prices paid for goods pur- 
chased. The determination of parity status requires special 
statistical measurements, and the question cannot be simply 
disposed of by references to the available general commodity 
price indexes. In any case, it will not be easy to prove con- 
clusively a sustained improvement in the terms of trade for 
small agricultural producers. The average per capita income of 
agriculturalists at all levels may, as a matter of fact, have been 
reduced by the gradual increase of the farm population and 
division of land through inheritance, although in certain areas 
this has been compensated by the increase in productivity and 
the expansion of land under cultivation through irrigation and 
reclamation. In many generalizations made regarding the rise 
of small farmers’ income, the correspondingly higher rise of 
wages of non-agricultural labourers (who are in the same 
economic and social stratum) is overlooked. 

A converse situation exists in reference to the tax con- 
tribution of upper income groups and the large landlords. It 
should be noted that, even in those areas where land reform 
and distribution have been effected, a substantial segment of 
the rural population receives income which, relative to that of 
actual cultivators, can still be regarded as high. For these 
groups, the decline in the land tax and the limited coverage of 
the income tax have favourably affected their disposable in- 
come, while they are only partially affected by the increase in 
indirect taxation, whose incidence becomes less progressive in 
the upper income brackets. Here again, the question of 
parity plays an important function. The construction of a 
parity index for large agricultural income recipients is evef 
more complex than in the case of lower income groups, in view 
of the more diversified composition of the household ex- 
penditure of these groups. Moreover, owing to their stronger 
position in the agricultural market, large income recipients are 
better able to maximize their gains in favourable market con- 
ditions and minimize and cushion their probable losses in de- 
pressed periods. 

Another aspect of this problem is the extensive taxation 
of cash crops in relation to other products and the resulting 
comparatively higher rate of taxation to which the producers. 
of such commodities are subjected in consequence. Cash crops 
have been frequently and often heavily taxed in the majority 
of countries in Asia and the Far East. The comparatively 
higher taxation of cash crops is primarily due to their amen- 
ability to taxation both in terms of valuation and tax collection 
in the domestic market or at the point of export. An assess- 
ment of the real conditions is not, however, possible without 
intensive investigation. Yet it can be easily observed that the 
tax-value ratios are higher in the case of cash crops (e.g. to- 
bacco in India, jute and cotton in Pakistan, etc.) than for non- 
cash crops or for all agricultural output combined. 
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China’s Policy Towards Far Eastern Countries 
PART II 


Visits Abroad by Chinese Communists 


While receiving a consistent flow of visitors from free world 
countries, the Chinese Communist authorities reciprocate by 
sending their own delegations abroad. These delegations, 
however, are sent intermittently, and their total is small in 
Proportion to the number of incoming visitors. The reason 
for this disproportion is evidently that the extending of hos- 
pitality to foreign visitors is considered by the Chinese 
Communists to be a more effective means of influencing free 
world public opinion. The sending of delegations abroad does, 
however, appear to nett appreciable propaganda value. 

The sending of delegations to foreign countries must 
naturally avoid taking on the character of a propaganda 
exercise and hence in each case must be ostensibly aimed at 
some worthy object, e.g., co-operation in trade union work, 
trade promotion, the cultivation of friendship between students, 
etc. For this reason special exploitation has been made of the 
inherently laudable ideal of “‘cultural co-operation.” This ideal 
is invoked with the implication that the Chinese Communist 
regime has preserved and is producing many cultural riches 
which bear no relation to politics and which foreign countries 
may assimilate for their own advancement. Hence when a 
Chinese Communist dancing troupe performs in a foreign 
country, political considerations are left in abeyance while the 
dance is enjoyed, but the Communists rely on achieving 
a reorientation of emotions and feelings in the foreign audience, 
which, they calculate, will later modify the political attitudes 
of that audience. 

The Chinese Communists are favoured, in their utilization 
of the principle of ‘“‘cultural co-operation,” by two basic 
advantages. In the first place, they have a rich cultural 
heritage, which they can exploit for external propaganda 
purposes without revealing how the domestic enjoyment of this 
heritage is ruthlessly restricted, and in the second place the 
principle of cultural co-operation recommends itself to all 
literary and art circles in the free world, so that projects to 
implement it rapidly gain approval among persons contributing 
to the formation of public opinion. A related advantage is 
that the intelligentsia concerned with cultural affairs in free 
world countries often includes persons jealous of their 
individualism and anxious to pose non-conformity with their 
nation’s established policy of resistance to Communist blandish- 
ments. For example, if the projected visit of a Communist 
cultural delegation is under debate in a free world country, an 
opinion will usually be advanced that to exclude the delegation 


The degree of taxation of a product is, of course, de- 
termined by many considerations. In the case of consumer 
goods subject to excise taxes, considerations: of comparative 
essentiality and welfare are of prime importance. In the case 
of agricultural commodities, the effect of taxation upon pro- 
ductivity requires a close examination. The cash crops are 
usually more remunerative and economically productive. To 
the extent that taxation falls on the higher gains derived from 
cultivation of such crops as against other crops, such taxation 
may be permissible. When taxation is excessive, however, the 
producers of cash crops may either continue to pay dispro- 
portionate taxes, or, if such crops are elastic in production 
(i.e. there is a possibility of substitution), a shift may take 
place to other crops which are less advantageous economically. 
There may for example be a shift from cotton to wheat or 
from jute to rice. In many countries of the region, such a 
shift could lead to losses of foreign exchange earnings, although 
increased domestic production, and consequently reduced im- 
ports of wheat and rice would bring about a reduction of 
foreign exchange outlays. There may also be cases where the 
extra taxes on export cash crops may be shifted to foreign 
buyers of the commodities in question—assuming the existence 
of an adequate monopoly position in the international market. 
But even in the case of Pakistan jute, this question cannot be 
clearly anewered in view of the possibility of its being replaced 


by other products. (End) 


would be tantamount to imposing one’s own “Iron Curtain,” 
and this opinion may appear credible until one assesses the 
degree of sophistication in the expected audiences. 

The Chinese Communist authorities, in sending delegations 
abroad, have used the term “cultural” in a very wide sense, 
and “‘cultural’’ delegations have been sent to a very large num- 
ber of countries. Cultural delegations usually include dancers, 
opera players, and musicians, and these delegations have set 
up arts and crafts, photographic, and library exhibitions and 
have arranged film festivals as well as sporting exchanges. 
Because of the personal charm of members of some of these 
delegations and the skill of their performances, they tend to 
cultivate considerable goodwill in the countries which they 
visit, but on the other hand their propaganda value is inferior, 
in certain respects, to certain well-produced Chinese Commun- 
ist films. The regime is producing such films, for foreign 
exhibition, in increasing numbers, and these films, on account 
of their variety, can succeed one another far more rapidly than 
any assortment of cultural delegations. 

For the purposes of popular diplomacy, exploitation of the 
ideal of economic co-operation ranks next in importance after 
the utilization of the concept of ‘“‘cultural’ exchange. The 
Chinese Communist regime has had some success in projecting 
to foreign countries the idea of economic co-operation, but, 
owing to its limited ability either to trade with or to extend aid 
to other countries, its economic missions have been largely 
concerned with stimulating and maintaining foreign interest in 
the prospect of economic relations with that regime; specific 
projects of trade or aid on an appreciable scale do not generally 
result from the sending of Chinese Communist economic 
missions to free world countries. The appearance of genuine 
Chinese Communist interest in economic co-operation, however, 
is sustained to a degree by occasional Chinese Communist 
missions which visit free world countries to study problems of 
economic development. 

Because Communist China’s export and economic 
assistance capabilities are quite limited, her sending of economic 
missions abroad tends to be leas important for the promotion of 
economic co-operation than the attraction of foreign economic 
missions, and these come mainly from Japan and the industrial- 
ized countries of Western Europe, rather than from South-East 
Asia. Moreover, it would appear that the sending of Chinese 
Communist economic missions into South-East Asia is now 
somewhat inhibited by the failure of Communist China to 
actualize prospects of extensive economic co-operation which 
she has held out to countries of this region in recent years. 

A third principle which the Chinese Communists advance, 
for the purposes of popular diplomacy is that of scientific, 
medical and technical co-operation, which has been used to 
justify visits by Chinese Communist specialists in these fields to 
South-East Asian countries, especially India, Through visits 
undertaken in the name of this type of co-operation the Chinese 
Communist authorities are able to exercise some influence over 
the political thinking of the intelligentsia in some of the free 
Asian countries, although the number of visits in this broad 
category has not been very great. Popular diplomacy on this 
plane is understood to be limited in its current potentialities by 
the relative backwardness of the Chinese Communists in science, 
medicine and technology. (China's experts in these fields have 
mostly had a western education: most of them have not been 
converted to Communism and their initiative has been repressed 
by heavy political regimentation). 

The Chinese Communist regime has also employed the 
concept of “religious” co-operation in_ popular diplomacy 
towards certain free Asian countries. The countries chosen 
have been linked ideologically to the Chinese Communist 
regime's Buddhist or Moslem. minorities; delegations represent- 
ing these minorities have been sent to Burma, India and Pakistan 
and they have been entrusted with the task of demonstrating 
to the peoples of those countries the supposed authenticity of 
Communist China's policy of religious toleration. Under 
certain circumstances there would be some prospect of sending 
such missions to Thailand and Indonesia, but’ Thailarid ‘at 
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present has no diplomatic relations with Communist China and 
a Moslem mission to Indonesia would be inappropriate in view 
of the anti-Communist outlook of the main Moslem party in 
that country. . 

The exercise of popular diplomacy can take on a broader 
character when directed to countries which are on record as 
observing the principles of peaceful co-existence in their 
relations with Communist China, e.g., India and Burma. It is 
feasible for the Chinese to send missions to these countries 
simply in the character of “‘friendship’’ delegations, openly 
dedicated to the promotion of goodwill between Communist 
China and the country concerned. When strains appear in 
Communist China’s relations with such countries, however, the 
sending of such delegations becomes less feasible. This is 
evidently the case now in the regime's relations with Burma, 
which have been subjected to tension by Chinese demands in 
connection with the dispute over the Yunnan border. 


Conduct of Popular Diplomacy 
Although Mao Tse-tung, the leader of the Chinese 


Communist regime, appears to have many of the qualities for 
the personal conduct of popular diplomacy, he has not visited 
any non-Communist countries since the foundation of his 
regime. Among the other Chinese Communist leaders, only 
Chou En-lai stands out as having the ability to conduct popular 
diplomacy, and he has been the only one to attempt it on a 
large scale. There is no indication that any other leader of 
the regime is being groomed for such diplomacy. 

Chou En-lai has conducted popular diplomacy principally 
as Foreign Minister, a post which he occupied concurrently 
until early 1958. He has a'reputation for being a suave, cul- 
tured, non-doctrinaire type of Communist and he apparently 
has the ability both to impress large gatherings and to establish 
cordial relations with many different types of statesmen. 

The most significant exercise of popular diplomacy under- 
taken by Premier Chou En-lai was a tour of Cambodia, India, 
Burma, Pakistan, Nepal, Ceylon and Afghanistan in late 1956. 
This tour enabled Chou En-lai to make a fairly strong 
impression on public opinion in these countries, but he was 
under a disadvantage because of widespread criticism of the 
Soviet aggression in Hungary. This was especially true in 
India, where Chou publicly acknowledged the existence of 
“‘differences’’ between his own regime and the Indian Govern- 
ment on certain international issues. Shortly after his depar- 
ture, the Indian Prime Minister Nehru reafirmed his 
government's condemnation of Russian actions in Hungary. 
While Chou En-lai was in Burma, Communist China’s prestige in 
that country was clouded not only by the overt moral support 
which Chou's government had given to the USSR during the 
Hungarian affair but also by unfavourable Burmese reactions to 
the pressure which Communist China had been applying in 
negotiations with Burma over the north-eastern border dispute. 
In Pakistan Chou’s reception was reportedly one of ‘‘measured 
enthusiasm.” A warmer welcome was evidently received in 
Ceylon, where agreement was apparently made to open 
diplomatic relations at ambassadorial level, and where Prime 
Minister Bandaranaike supported Chou's call for a second 
Afro-Asian Conference. In Nepal Chou received elaborate 
official hospitality, and in this country, as well as in Ceylon, he 
took pains to court Buddhist approval by showing his respect 
for Buddhist shrines. 

On this foreign tour Chou En-lai appeared to receive 
sufficiently favourable public and official welcomes to justify a 
second visit to some of the countries, but so far this has not 
been arranged, and little has happened to bring Chou En-lai's 
personality again to the attention of the public in South-East 
Asian countries. Small scale economic aid has been given by 
Communist China to Ceylon, but Chou En-lai was not associated 
personally with this aid, and in the meantime, by relinquishing 
the portfolio for Foreign Affairs, he has to an extent ceased to 
be his country’s spokesman on international matters. 

The four main South-East Asian countries towards which 
it would be feasible for Chou En-lai to conduct popular 
diplomacy in a personal manner are India, Burma, Ceylon and 
Indonesia, but for the time being official and public opinion in 
the first two countries does not appear to be sufficiently 
favourable for such a visit. Prime Minister Nehru has recently 
shown increased resistance to international Communist pres- 
sures by denouncing the USSR for its endeavours to intimidate 
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Yugoslavia, by reiterating his condemnations of the Indian 
Communist Party, and by reaffirming his objection to the hold- 
ing of a second Afro-Asian Conference—a project which 
international Communism has been seeking to promote over 
the past year. In Burma, on the other hand, Communist 
China's rigid and demanding attitude in negotiations regarding 
the demarcation of the Yunnan border has apparently caused 
considerable suspicion of her intentions, and the Premier, U Nu, 
has publicly disavowed Marxism as the philosophy of the ruling 
political party—these factors have produced a situation in 
which Chou En-lai, as a visitor, would probably not receive 
a sufficiently enthusiastic welcome. In Ceylon, by contrast, 
a visit by the Chinese Communist Premier would probably 
evoke a notable public response, because relations between the 
two countries are overtly very cordial, and Communism has 
been gaining increased respectability in Ceylon through an 
expansion of local and international Communist propaganda. 
The fomenting of industrial unrest in Ceylon by Trotskyite and 
Communist parties, and the exacerbation of the local language 
dispute, however, seem likely to perpetuate, for the immediate 
future, an unstable political atmosphere into which Chou En-lai 
would probably not wish to venture. It would also appear 
inappropriate for Chou En-lai to visit Indonesia in the immedi- 
ate future, but for different reasons. Communism in that 
country is making considerable gains, through the more or less 
indirect patronage of President Sukarno, ‘but much of its 
Progress is conditioned on not provoking wider opposition 
either on nationalist or religious grounds. Both types of 
opposition would, however, probably increase as a result of a 
visit by Chou En-lai since such a visit would emphasize the 
international affiliations of the local Communist movement, 
and anti-Communist groups (mainly Moslem) could use it as 
an occasion to rouse latent Indonesian ill-will towards the 
Chinese. 

Of the remaining South-East Asian countries, only Pakistan 
would appear to offer some prospect as a location for the 
personal conduct of popular diplomacy by Chou En-lai, and 
there also the situation would probably not be very favourable, 
on account of the current aggravation of tension with India 


regarding the Kashmir dispute, in which the Indian position is 
supported by the USSR. 


Popular Diplomacy Directed Towards 
Individual Asian Countries 

The Chinese Communist regime has directed its popular 
diplomacy principally towards India, Japan, Burma, Ceylon and 
Indonesia. Some popular diplomacy has been directed towards 
Pakistan, Thailand and Malaya and Cambodia, but virtually 
none has been conducted towards the Philippines, obviously on 
account of that country’s strongly anti-Communist foreign 
policy. No information is available about the exercise of 
popular diplomacy towards Nepal, Sikkim, or Bhutan. 

he conduct of popular diplomacy towards the peoples of 
South Vietnam and South Korea is undertaken by the North 
Vietnam and North Korean Communist regimes, respectively, 
and mostly by clandestine means. Little popular diplomacy 
has been undertaken towards Laos, either by Communist China 
or by North Vietnam, but both regimes will probably pay in- 
creasing attention to this country in the immediate future, 
owing to the reintegration of the Pathet Lao into the nation's 
political life. 

Examination of the popular diplomacy directed towards 
individual Asian countries brings into prominence the magni- 
tude of the entire popular diplomacy programme. Varied 
popular diplomacy is carried out concurrently towards the 
countries mentioned above and also towards countries in other 
regions of the world. Hence there is often a remarkable con- 
fluence of delegations in Communist China; one of the most 
notable examples of this was the assortment of visitors present 
in the second half of September, 1957, viz: 

Vice-President Radhakrishnan of India. Former Vice- 
President Hatta of Indonesia. Indian Medical Group. Pakistan 
Economic Group. Burmese Goodwill Mission. Burmese Youth 
Group. Cambodian Government Mission. Cambodian Cultural 
Delegation. Japanese Teachers Delegation. Japanese Trade 
Union Delegation. Japanese Buddhist Delegation. Australian 
Communist Delegation. New Zealand Friendship Delegation. 
British Swimming Team. French Economic Delegation. West 
German Economic Delegation. Icelandic Student Group. 
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American Student Group. Argentine Cultural Group. Egyptian 
Film Group. Syrian Journalist Group. Syrian Student Group. 
Lebanese “Peace’’ Group. Overseas Chinese Group. 

Notwithstanding the variety of the delegations often requir- 
ing simultaneous attention, however, the exercise of popular 
diplomacy towards particular countries reflects individual plan- 
ning, as the following paragraphs will indicate. 


India 


China has directed much popular diplomacy towards India, 
and this has undoubtedly reinforced popular sentiment behind 
India’s neutral foreign policy, while also helping to gain support 
for the Indian Communist Party. Over the past few years the 
volume of delegation travel in each direction between the two 
countries appears to have been quite large, and the Indian 
travellers to China have included some very prominent indivi- 
duals. Final figures on delegation travel in 1957 and the 
current year are not available, but there is sufficient informa- 
tion to indicate that this travel accords. with the pattern of 
1955/6, when an annual average of 200 Indians visited the 
Chinese regime and some 100 Chinese visited India 

The delegations visiting China have exhibited much variety, 
comprising for instance trade unionists, doctors, engineers, art 
groups, scholars, youth representatives, teachers, students, film 
actors and producers, sportsmen, lawyers, scientists, govern- 
ment officials, and railway experts. A high proportion of the 
visitors have been members of the intelligentsia, and the varied 
groups of Chinese Communist visitors to India have likewise 
been chosen to appeal mainly to educated circles. Prominent 
Indians who have visited China in recent years include Krishna 
Menon, now Defence Minister (1955), A. K. Chanda (1955— 
then deputy Foreign Minister), R. A. Kaur, Minister of Health 
(1955), M. V. Krishnappa, Deputy Minister for Food and 
Agriculture (1956), Lt. Gen. J. N. Chaudhuri (1956), and 
M. Anathasayanam, Speaker of Parliament (1956). During 
1957 also a visit to Communist China was paid by Dr. Radha- 
krishnan, vice-president of India, the highest ranking Indian 
statesman to accept Chinese Communist hospitality so far. 

Many of the visits made to China have been sponsored by 
the India-China Friendship Association, but this body has 
reportedly been hampered in its activities since early 1957 by 
an official Indian ban on the patronising of Communist front 
organizations by members of the national government. 

Several important Indian governmental delegations visited 
China during 1956, but little travel of this kind was undertaken 
in 1957, apart from the visit of the vice-president, Dr. 
Radhakrishnan. A few Chinese Communist governmental 
delegations visited India during 1956, the main one being that 
led by Premier Chou En-lai at the end of the year. 

Unfortunately it is not possible to make a comprehensive 
survey of the impact of all this delegation travel on Indian 
public opinion, but there have been numerous indications that 
most of the Indian travellers return impressed from their guided 
tours and that their favourable comments on the Chinese Com- 
munist regime receive sympathetic treatment from the Indian 
press. A notable recent example of this type of favourable 
publicity was the report of an interview with Mrs. R. K. Nehru, 
wife of the former Indian Ambassador to China, which was 
published in the Times of India-on May 4, 1958. Mrs. Nehru’s 
comments, as reported in this interview, reproduced for the 
Indian public, in quite a credible fashion, the stock Chinese 
claims about many aspects of that regime's domestic affairs, 
including its respect for tradition, its devotion to social reforms, 
and its toleration of opposition parties. 

Whatever publicity is given to favourable comments by 
visitors returning from China derives added credibility from the 
prevailing atmosphere of cordial relations existing between the 
Indian and Chinese Governments. The general tone of foreign 
policy statements by Indian Governmental leaders over the past 
few years has contributed greatly to the maintenance of this 
cordial atmosphere, and, although indirect criticisms of China 
may be noticed by the more sophisticated, the general public 
has undoubtedly tended to conclude from this official cordiality 
that Communist China is indeed a regime to admire. This 
movement of public opinion has probably not been very much 
affected by Prime Minister Nehru’s frequent public attacks on 
Communism as such, which have been directed mainly against 
the Indian Communist Party, although in May 1958, the Prime 
Minister castigated the USSR for its attacks on Yugoslavia. 
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As has been suggested earlier, the recent manifestations 
of severe internal trouble in the Indian Congress Party will 
probably cause many dissatisfied young Indians to increase their 
interest in the supposed achievements of Communism in China, 
and in the immediate future this may be reflected in an increased 
volume of Indian visitors to that country. 


Japan 

A very large number of Japanese visitors travelled to 
China over the past few years, but the flow of Chinese Com- 
munist visitors to Japan has been very small, due, among 
other things, to the reluctance of successive Japanese govern- 
ments to authorise the entry of such visitors. In 1956, 
1,243 Japanese representing some 60 organizations visited 
Communist China, and 142 Chinese Communists visited Japan. 

China’s popular diplomacy towards Japan has aimed at 
Promoting a popular movement in Japan for the opening of 
diplomatic relations between the two countries, and at 
strengthening the influence of the Japanese Socialist Parity, the 
main opposition body, which is neutrally inclined. In pursuit 
of both objectives, especially the first, special attention has been 
paid to the attraction of Japanese commercial and industrial 
delegations, to which prospects of very profitable trade have 
been held out, and meanwhile the attraction of many other 
kinds of delegations, including teachers, professors, students, 
youth, trade unionists and cultural groups, has tended especially 
to increase public support for the Japanese Socialist Party as 
such and as an advocate of the recognition of Communist 
China. 

The missions of commercial and industrial representatives 
to China have been viewed sympathetically by recent Japanese 
Governments, which, although opposed to the recognition of 
Communist China, have been eager to promote trade with that 
country. Many parliamentary members of the ruling Liberal- 
Democratic Party, which is conservative in nature, have visited 
China, mostly for the investigation of trade possibilities. China, 
however, in pursuit of the policies mentioned above, has con- 
sisteritly sought to rouse the interest of Japanese trading circles 
and then condition the fulfilment of their expectations on steps 
towards the opening of de facto diplomatic relations by the 
Japanese Government. This process was recently carried further 
than on any previous occasion when the Chinese abrogated a 
promising unofficial trade agreement signed in the first quarter 
of 1958 by visiting Japanese business representatives. This 
agreement was conditioned, at the request of the Chinese, on a 
degree of de facto recognition of Communist China by Japan, 
which the Japanese Government refused, and the Chinese used 
that refusal as a pretext for severing the unofficial commercial 
relations which had been established between the two countries. 
This exercise of popular diplomacy has apparently stimulated 
further Japanese interest in trade prospects with China, in- 
creased opposition to the non-recognition of that regéme, and, 
by embarrassing the ruling Liberal-Democratic Party, increased 
the chances of the Japanese Socialist Party in the national 
elections of May 1958. ; 

The Japanese Communist Party undoubtedly derives con- 
siderable benefit from the popular-diplomacy conducted towards 
Japan by China, but owing to the small size of that party this 
continues to be quite a secondary effect of that diplomacy. 


Burma 

Chinese Communist popular diplomacy towards Burma 
resembles that undertaken towards India; it has been favoured 
by overtly cordial relations between the two states, and it has 
been intended to ensure increased popular support for the 
neutral foreign policy of Burma's ruling political group, while 
at the same time advancing the prestige of Communism generally 
in the country and thus aiding the main opposition‘party, the 
Burma Workers and Peasants Party, which is in effect a legal 
Communist political body. A 

Numerous delegations have been travelling annually be- 
tween Burma and China, and the Burmese visitors to China 
have included many prominent personalities, e.g., Premier 
U Nu and vice premiers Ba Swe and Kyaw Nyein. During 1957, 
16 Burmese delegations visited China and Burma was visited by 
Chinese Communist delegations. Much of the delegation travel 
by Burmese has been undertaken in the name of .trade union 
and cultural organizations, but a considerable portion has also 
been concerned with reciprocating Chinese Communists’ efforts 
at trade promotion and at the establishment of ties between 
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Buddhists in Burma and those in China. The latter type of 
popular diplomacy appears to have gone smoothly, but the 
trade promotion has not been very successful, because govern- 
ment circles and the more informed sections of the public have 
learnt about the adverse terms of barter trade with China, as 
a result of which the government felt obliged to place its trade 
with that country on a cash basis. 

A special exercise of popular diplomacy towards Burma 
has been concerned with gaining popular approval of a pro- 
posed settlement of the long-standing border dispute between 
the two countries. This settlement involves ceding some 
territory to the Chinese and has provoked considerable 
opposition which the Chinese have sought to overcome by 
friendly overtures to the Kachins and Shans in Burma, but with 
no success. 

Chinese Communist popular diplomacy. towards Burma has 
undoubtedly caused the Burmese public to be more aware of 
the strength of that regime and has probably resulted in an 
increase of both genuine and opportunist support for the 
Burmese Workers and Peasants Party. Meanwhile these con- 
sequences have almost certainly involved a strengthening of 
public sentiment in favour of neutralism. 

In the immediate future, the deep cleavages recently 
manifested within the ruling Anti-Fascist Peoples Freedom 
League will tend to increase both genuine and opportunist 
Burmese responses te Communist China's popular diplomacy, 
and this could well result in an intensification of Chinese Com- 
munist popular overtures to the Burmese public. 


Ceylon 

China has been conducting popular diplomacy towards 
Ceylon in order to elicit stronger Ceylonese public support’ for 
the neutral foreign policy of that country’s ruling political 
league, the Mahajana Eksath Peranuma (People’s United 
Front), and also with a view to indirectly assisting the expan- 
sion of Ceylon’s small Communist Party, which is part of the 
Parliamentary opposition. The present volume of this popular 
diplomacy towards Ceylon is considerable, but it began to 
assume its present proportions only after inauguration of the 
present government in April 1956. The government's neutral 
foreign policy has provided excellent opportunities for the 
conduct of popular diplomacy, since it has entailed the 
promotion of extremely cordial relations with Communist China. 
The Chinese Communist Premier Chou En-lai visited Ceylon 
early in 1957, in the course’ of his South-East Asian tour, and 
the two countries later opened diplomatic relations at ambassa- 
dorial level. The leader of the main opposition party in 
Ceylon, the Nava Lanka Sama Samaja Party, visited Communist 
China in May 1957 and Prime Minister Bandaranaike has 
reportedly accepted an invitation to make such a visit at some 
later date. 

Delegation travel between China and Ceylon increased 
markedly during 1957 and now comprises the usual variety of 
trade unionists, sporting and cultural groups, teachers, local 
officials, “‘peace’’ partisans etc. Official delegations between 
the two countries have mostly been concerned with trade 
promotion, since Ceylon is dependent on the Chinese Commun- 
ist market for the disposal of a very large portion of her 
exportable rubber. Trading relations between the two 
countries have been subject to some strains, due mainly to 
economic pressures exerted by China, but these have not 
embarrassed the exercise of popular diplomacy because the 
Ceylonese Government has been anxious not to lose the 
Chinese Communist rubber market. 

The overall effects of the popular contacts which China 
has initiated with Ceylon appear to have been an advancement 
of Chinese Communist prestige in that country, increased public 
support for neutralism, and a strengthening of the leftist 
parties, The extent to which the Ceylon Communist Party has 
benefited from this process is unclear, but the notable penetra- 
tion of international Communist propaganda into the country, 
which has undoubtedly strengthened the impact of the popular 
diplomacy, is favouring the expansion of the Communist Party 
rather than that of the two other extreme leftist parties, the 
Nava Lanka Sama Samaja Party and the Viplavakarai Sama 
Samaja Party. 

In the immediate future some expansion of popular 
diplomacy to'Ceylon seems probable, but the Chinese authori- 
ties may de-emphasize, in propaganda directed to Ceylon, the 
cordial relations existing between their own and the Ceylonese 
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Government; if such a course of action were chosen, it would 
presumably be undertaken in view of the possibility that future 
repetitions of the recent labour unrest which the extreme leftist 
parties have been promoting through their trade unions might 
destroy the authority of the present government. 


Indonesi« 

As in the case of Ceylon, China's conduct of popular 
diplomacy towards Indonesia has been intended to strengthen’ 
public support behind that country's neutral foreign policy, and 
also to advance the prestige of Communism in Indonesia, 
thereby aiding the expansion of the Indonesian Communist 
Party. These objectives have been favoured by the mainten- 
ance of cordial relations bétween the two countries over the 
past few years, but to some extent they have evidently been 
hampered by Indonesian dislike of the Chinese. Indonesia has 
a large Chinese minority and there are considerable latent 
tensions between these Chinese and the Indonesian peoples. 

The flow of delegations from Indonesia to China has been 
considerable and has included numerous trade union groups, 
as well as the usual cultural, youth, women’s sporting. medical, 
military, parliamentary and other representatives. Several 
prominent Indonesians have visited China, viz., President 
Sukarno, former vice-president Mohammed Hatta, former Prime 
Minister Ali Sastroamidjojo, Dr. Sartono, speaker of parlia- 
ment, Wilopo, chairman of the Constituent Assembly, Rear 
Admiral Subijakto, and Major General Gatot Subroto. The 
number of delegations visiting Indonesia from China has been 
smaller and these have consisted mainly of entertainment and 
sporting teams, student -groups, and trade unionists. The only 
prominent Chinese Communist leader who has visited Indonesia 
is Chou En-lai, and his was not a state visit but one occasioned 
by the Afro-Asian Conference at Bandung in 1955. 

The overall effect of Chinese Communist popular 
diplomacy towards Indonesia is difficult to assess, but it has 
probably caused greater awareness, among the politically 
conscious minority in Indonesia, of the strength-and of the 
dangers of the Chinese Communist regime. 

It seems likely that the Chinese Communists have been 
proceeding cautiously in the exercise of popular diplomacy 
towards Indonesia, so as not to awaken racial antipathies which 
might disturb the nationalist factors facilitating the popular 
successes which the Indonesian Communist Party has been 
reaping over the past year. by its espousal of President 
Sukarno’s “‘guided democracy.” In the immediate future, 
therefore, Chinese Communist popular diplomacy towards 
Indonesia will probably continue to exhibit some caution, 
especially by the avoidance of any increase in the flow of 
Chinese visitors to Indonesia. 


Pakistan ; 

Chinese Communist popular diplomacy towards Pakistan 
has been intended to weaken Pakistani public support for 
membership of SEATO and the Baghdad Pact and to stir up 
public sentiment in favour of neutralism and closer ties with 
the Communist bloc. Its record aim has been to advance 
Chinese Communist prestige and encourage leftist tendencies 
in Pakistani political groups. 

A_ major difficulty in the exercise of this diplomacy has 
been China's link with the USSR, which has supported the 
Indian claim to Kashmir. On the other hand, Pakistan has 
overtly cordial relations with China and a sector of Pakistani 
public opinion has been influenced by the apparent success of 
two adjacent states, Afghanistan and India, in profiting by 
neutralism in through reaping economic aid from both the USA 
and the Soviet Union. An important part of Chinese popular 
diplomacy towards Pakistan has thus sought to rouse and 
exploit Pakistani interest in the prospect of closer economic 
relations between the two countries, and this has complemented 
the more substantial economic diplomacy which has ‘been 
conducted towards Pakistan by the USSR. 

The flow of delegations between Pakistan and China has 
been on a relatively small scale, but the Chinese Communist 
Premier Chou En-lai has visited Pakistan and H. S. Suhrawardy, 
then Pakistani Prime Minister, visited Communist China in 
October 1956. A Pakistani Parliamentary goodwill mission 
visited Communist China in June 1957 and a Pakistani govern- 
ment: economic mission followed in September of that year. 
Chinese Communist delegations to Pakistan have included 
Moslem groups, cultural groups, scientists and doctors. ; 
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Chinese popular diplomacy towards Pakistan tends to 
receive favourable treatment from sections of the Pakistani 
press, including some of the English language newspapers, 
especially the Times of Karachi. As a result it appears this 
diplomacy tends to have an overall effect of advancing Chinese 
prestige in Pakistan. 


Thailand 


Chinese popular diplomacy towards Thailand has been 
mainly intended to encourage the growth of neutralism in that 
country, and it has been on a small scale, partly because 
Thailand has no diplomatic relations with Communist China. 
The few delegations which have gone from Thailand to 
Communist China, however, have had a _ disproportionate 
propaganda impact due especially to sympathetic reporting, by 
the left-wing section of the Thai press, of their generally 
favourable comments. 

The prospect of closer economic ties has not been 
advanced very much in Communist China's popular diplomacy 
towards Thailand, but it has been exploited in Soviet popular 
diplomacy towards that country. 


Malaya 

The exercise of Chinese Communist popular diplomacy 
towards Malaya has been impeded by that country’s security 
regulations and its avoidance of diplomatic relations with 
Communist China. The objectives of such popular diplomacy, 
however, have already been realized in a large measure, as 
Chinese Communist influence is quite strong among the Chinese 
in Malaya, who comprise nearly half the population and who 
virtually ‘dominate the economy. 


Cambodia 

Cambodia has received little attention from Chinese 
Communist popular diplomacy, although Prince Sihanouk, the 
dominant political leader of the country, visited Communist 
China in February 1956. Cambodia does not have diplomatic 
relations with Communist China, but receives economic aid 
from Communist China and accords diplomatic recognition to 
the staff of the relevant economic mission. The friendly 
relations existing between the two countries have reportedly 
contributed to an expansion of Communist influence among the 
local Chinese in Cambodia, but in recent months Communist 
activities in Cambodia have received serious setbacks in the 
form of strong public denunciations of Communism by Prince 
Sihanouk. For the time being, therefore, no significant 
development of popular diplomacy towards Cambodia seems 
likely. 

Conclusion 

The foregoing has made it clear that the - Chinese 
Communist regime derives considerable propaganda advantages 
from its popular diplomacy towards free Asian countries; it is 
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able to exercise an influence over public opinion not only in 
those states,which maintain diplomatic relations with it but 
also in some which do not. Popular diplomacy complements 
other Communist influences in strengthening public support 
behind neutralist foreign policies in India, Burma, Ceylon and 
Indonesia, and it tends to promote some increase of neutralist 
sentiments throughout the region; it manifestly contributes to 
the progress being achieved by the Communist parties of India 
and Indonesia and it is probably having a similar effect in 
Ceylon; in Burma it undoubtedly favours expansion by the legal 
Communist opposition group, the Burma Workers and 
Peasants Party. 

The exercise of this Chinese Communist popular diplomacy 
is favoured by: (a) The willingness, not only of Communists 
and Communist sympathisers, but of various categories of 
uncommitted individuals in many Asian countries to accept 
invitations for guided tours of the Chinese Communist regime, 
gratis, of a kind which most could not afford, and in the 
knowledge that they will acquire some local prominence (in 
most cases), risk little censure, and be treated by the Chinese 
with exaggerated deference. (b) Certain features of public 
opinion in several Asian countries, viz: curiosity about life in 
Communist China, and wishful thinking about the nature of that 
regime, proceeding from desires for a relaxation of international 
tension. In addition, particular sections of this public opinion 
are influenced by: (i) opportunist wishes to verify suspicions 
about the ascendancy of Communism. (ii) misguided nation- 
alism, influenced by Communist propaganda about “Asian 
Solidarity.” (iii) impressions that there may be some cultural 
or economic advantages to be gained from closer relations with 
Communist China. 

(c) The willingness of sizeable sections of the press in 
many Asian countries to publish favourable reports on Com- 
munist China, whether for reasons of ideology or sensationalism. 
(d) The existence of cordial relations between Communist 
China and several free Asian countries, including the neutralist 
countries, and the willingness of their governments to permit 
the exercise of popular diplomacy towards their peoples. (e) 
The respectability which has already been won for Communism, 
and for the local associations promoting friendship with 
Communist China, in several Asian countries. 

Most of these factors are susceptible to only slow change, 
unless the circumstances are exceptional, and in general they 
seem likely to continue exerting their current influence in most 
free Asian countries for the immediate future. Hence,’ since 
Communist China will evidently retain and may increase her 
capacity for popular diplomacy during that time, she will 
probably continue to exercise this diplomacy with gradually 
increasing effect. The sanction of the government of the target 
country lends indispensable support for the exercise of popular 
diplomacy. 
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CHANGES IN THE CHINESE VILLAGE 


By Isaac Guelfat 


(Lecturer, School of Law and Economics, Tel-Aviv) 


Revolution dans les Campagnes Chinoises, by Rene Dumont. Editions 
du Seuil-Collections Esprit ‘“Frontiere Nouvelle.” Paris 1957. 


The author of the book reviewed here, Professor in the 
National Institute of Agronomy and the Institute of Political 
Science of the University of Paris, visited Israel about half a 
year ago. Those who met him were undoubtedly impressed 
with the fact that they were facing not only an expert in 
agricultural economics but also a humanist with a fervent faith 
in man and in his creative role in society and economy. 
Professor Dumont began his professional career as an 
agricultural engineer in the Far East — in Indochina (the 
Tonkin rice area: a million families on a million hectares of 
land), and it was at that time that he decided to devote his 
life, his abilities and his knowledge to the war against hunger, 
in the field, and as teacher. and writer. In 1935 he published 
his first work—‘'The Cultivation of Rice in the Tonkin Delta,” 
and this was followed by a series of research works in which 
Dumont dwelt on the economic and social aspects of village 
life. 

Was there a need for a change in the Chinese village? 
To this Professor Dumont answers indirectly: When he worked 
in the Far East his salary as beginning functionary was 43 times 
as high as that of his “boy” assistant. In the modern history 
of China the white man has to his credit the Opium War, a 


The success of Communist China’s popular diplomacy is 
due basically to the decisive psychological influence exercised 
over most incoming visitors, in spite of their diversity in race, 
culture, outlook and status. The initial Communist advantage 
of uniform, large-scale display and of persuasive hospitality has 
been shown to be effective in suppressing influences making for 
critical, independent enquiry. Once the necessary official 
sanction has been given for the exercise of this diplomacy, 
therefore, the situation is fundamentally in favour of the Chinese 
Communists. 

Notwithstanding the strong probability of further advances 
by Chinese Communist popular diplomacy towards free Asian 
countries in the immediate future, however, it seems clear that 
this diplomacy may in time be jeopardized by embarrassing 
events within Communist China or the Communist bloc, 
unsuccessful propaganda maneuvres by the Chinese Commun- 
ists, or the development of enlightened resistance by Asian 
political leaders. There is considerable instability in the 
Communist bloc and the experience of Hungary has illustrated 
that this instability may make itself felt in a dramatic fashion 
at any time; this, if it happens, could well be on a scale that would 
greatly diminish popular admiration for Communism. The 
second factor, the possibility of the Chinese overreaching 
themselves in some propaganda maneuvre, may well have come 
into operation recently in popular diplomacy directed towards 
Japan. Having stirred up afresh Japanese interest in mutual 
trade, Communist China suddenly showed hostility to the 
Japanese Government on the pretext that that government was 
impeding such trade, and this was done in the hope of rousing 
Japanese business circles against their government; in the 
event, however, it appears that Japanese national pride was 
aroused, possibly to a degree that may hamper future popular 
diplomacy towards Japan. The third factor, the possibility of 
enlightened resistance to international Communist pressures by 
Asian political leaders, began to assume some importance 
recently when Indian Prime Minister Nehru denounced the 
USSR and Communist China for their attacks on Yugoslavia. 
His remarks included a particularly trenchant criticism of 
Communist China’s hypocrisy about its toleration of dissidence. 
If Nehru continues this line of advocacy, he may be able to 
counter very strongly the influence of Chinese Communist 
popular diplomacy on Indian public opinion. For the time 
being, however, the development of forthright political opposi- 
tion to international Communist overtures seems unlikely among 
the ruling political groups in the other neutralist countries, 
Burma, Indonesia and Ceylon. 


(End ) 


“contribution’’ towards the repression of the Boxer Rebellion, 
the destruction or appropriation of Chinese art, the attempt to 
divide China and to convert it into a semi-colonial country. 
China contains a large part of the population of the World and 
its people suffer from chronic undernourishment and frequently 
even from real hunger. 

China is the third country of the world from the point of 
view of size, following the Soviet Union and Canada, and 
preceding the United States and Brazil. Climatically China 
contains both temperate and tropic zones, as if it were to 
occupy the territory stretching from Copenhagen in North 
Europe to the border of Senegal in Africa. It is a land of 
natural afflictions—erosion and floods, but China is also a land 
of great potentialities. The possibilities of irrigation are almost 
unlimited. The rivers carry down large amounts of materials 
for soil improvement and the development of an intensive 
economy practically begs itself and is self-understood. 

The cultivated area of Popular-Democratic China covers 
108 million hectares, only I1 percent of its total area. The 
traveller crossing China from Peking and Tientsin to Manchuria 
on the Trans-Siberian Railroad and transversing the long 
stretches of swamp and salt-land, is easily convinced that simple 
hydraulic measures could enrich the Chinese people with a 
great deal of new soil at a cost relatively much less than what 
the Dutch spent to win land from the sea and to create the 
new “‘polder’” in the Zuyder Zee. Ninetenths of the people 
of China draw their livelihood from only one sixth of the soil 
resources of the country. The concentration of the rural 
population—225 souls to a square kilometer, is the highest 
in the world, though it is not the same throughout the country. 

Land and capital are scarce and before the revolution 
tens of millions of peasants were dependent on the mercies 
of the landlords and usurers. Dumont, describing this fatal 
dependence, does not hesitate to classify the landlords and 
usurers in the same category with the natural calamities like 
the floods and the droughts. Every time that agriculture 
suffered from one of the natural disasters the concentration of 
lands in the hands of rural and urban magnates increased. 
The debtor peasants were compelled to hand over their tiny 
holdings to their creditors. 

The social structure of China grew out of the slave-system 
which was prevalent as early as the Seventh Century BeCe Pit 
is not astonishing, therefore, that China has been the scene 
of intermittent agrarian revolts which ended only in 1925 
with the first successes of the Communist Army which, supplying 
social and technical advisors, directed the peasant revolts over 
wide areas into the channels of constructive change in the 
villages. 

The Chinese agrarian reforms which took place during 
the civil, wars and after, were not accomplished overnight, 
neither from the point of view of planning nor of execution. 
A clear and factual grasp of the social structure of the village 
was required, and since this, too, was obtained in a “zigzag 
movement, the reform itself was a series of interchanging 
repressions and relaxations. 

Almost 25 years ago (in 1933) Mao Tse Tung proclaimed 
the need to “liquidate the exaggerations in the agrarian reform 
in order to solve it in a correct manner.” In accordance with 
this the government suggested a scheme for the social division 
of the village which was accepted as the basis for the reform 
activity. 

a) <A “landowner” is one who owns the land but does 
not cultivate it and who exists by exploiting the peasants. The 
intention was to ‘landowners with white hands,” without taking 
into consideration the amount of land in their possession. These 
are the agrarian capitalists. 

b) ““Well-to-do farmers’’ are those who obtain their 
livelihood from their own and rented land. There are some 
who work rented land only. They “participate” in agricultural 
labor but, in addition to their own and their families labor, 
require hired hands. This category is exactly defined to 
include also farmers who though they work their own land, 
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have, for a period of three years, received more than a quarter 
of their income by exploitation of the labor of others. 

c) “Middle farmers’ are peasants who work, like the 
former, on their own and rented land. The farmer and his 
family do most of the work and only to a limited degree require 
hired labor. 

d) ‘Poor farmers'’ may in certain cases not suffer the 
lack of land but lack technical appliances, agricultural tools, 
work animals, etc. Except for these ‘‘certain’’ cases the 
general rule is that the poor farmer lacks land or that his 
land is insufficient to support himself and his family, and, of 
course, that he does not have tools and work animals. 

e) The bottom rung of the social ladder of the village 
belongs to the “hired agricultural laborers,’ only a few of 
whom have even the smallest plots of land, most belonging to 
the class of “‘proletarians."" In some cases, and not too few, 
the material condition of the hired laborer in the village may 
be no worse—and sometimes is even better—than that of the 
poor farmer, on condition, of course, that he is not unemployed. 

The agrarian changes in the Chinese village were preceded 
by a realistic and efficient pre-reform. During the relatively 
long period of the war against the Japanese the military 
authorities and the. Chinese civil administration worked in the 
direction of reducing land rents, the interest rates on loans, 
etc. Though the means used by the government were not 
sufficient to change the agrarian relations of the country, they 
served to ease the lot of the poor farmer within the framework 
of the existing land relationships. Dumont relates that in some 
of the regions of the country interest rates were as high as 


60-70%, with the minimum at 35-40%. 


* * * 


The fundamental agrarian law was adopted only in 1950, 
but even before then the pressure of the poor and middle 
farmers had caused the weakening of the strength and influence 
of the large landowners. The character of the law which was 
adopted indeed testifies to the fact there was still no intention 
to do away completely with the private ownership of land. On 
the contrary: the formulaters of the fundamental Jand law 
emphasized that the new land regulations would be based on 
respect for the private ownership of the soil, the edge of the 
law being aimed rather at the owners of the large land 
properties. They declared that it was the intention of the law 
to do away with the land regime based on feudal exploitation 
by a landowning class and the introduction of a system of 
farmer-ownership of land in order to free the production of 
the agricultural areas. 

This was, however, only the first step towards the radical 
changes in the property and production relationships in Chinese 
agriculture. The latter was begun only a short time later by 
a process of speedy socialist cooperatization. At the end of 1956 
—ten years after the victory over Japan, 91% of the Chinese 
peasantry—100 million agricultural families—were organized 
in agricultural producers’ cooperatives. From the point of 
view of tempo, the cooperatization of agriculture, which may 
be generally defined as identical With collectivization, was thus 
much speedier in China than it had been in the US.S.R., though 
from the point of view of the calendar Soviet collectivization 
was carried out in three years (1929—32). : 

Dumont points out that the Chinese Government did 
everything possible to soften the sharpness of the very short 
transitions. These transitions were: 

a) The distribution of the land. = 

b) The establishment of temporary associations for 
mutual aid (this “‘temporariness” itself soon became temporary 
and these associations developed and expanded). In these 
cases the lands, work animals and tools remained in the hands 
of the individual farmers or of the cooperatives, which did not 

very much capital. 
Bret eh ie 1953 the agrarian authorities of Popular- 
Democratic China concluded that most of the peasantry were 
ready to accept a third step—the cooperatization of the 
processes of production, though this stage, too, was based on 
the private ownership of the land. ; 

d) The Chinese Communist Party saw this progress only 
as a transition towards the collectivistic organization of the 
economy, which required the total or almost total abolition of 
private ownership of the means of production in agriculture. 
At the close of 1953 government institutions and the Chinese 
Communist Party decided that it would be preferable to prepare 


241 


the villagers materially and psychologically for this stage and 
not to surprise the population by a sudden leap. 

Those at the head of the Government feared negative 
reactions on the part of the peasants, such as there were in the 
Soviet Union during the collectivization period, resulting in the 
slaughter of hundreds of thousands and millions of heads of 
cattle, pigs and fowl. In July 1955 the President of China, 
Mao Tse Tung, announced that the time had come to end the 
period of the payments of rent which were given to the owners 
of the plots in addition to the payments for labor. Though 
the term “‘nationalization’’ was not mentioned, the Government 
of China announced that from then on the land would be 
collective property. 

Professor Dumont points out that the Chinese leaders 
found the way to connect the radical agrarian reform to the 
historical tradition of the Chinese village, which for generations 
had revolted against the land magnates, the kulaks, the traders 
and usurers. The mass mobilization of the peasants into the 
fighting Popular Army derived from the peasant’s hatred of 
his exploiters. In its attempt to carry out the far-reaching 
agrarian reform, Chinese Communism enjoyed the benefit of 
the fact that it was also the national liberator of the Chinese 
people. After the defeat of the Japanese conqueror and when 
the dangers of foreign intervention were removed, the task of 
reform was made much easier. In general there was always 
an absolute synchronization between the political character and 
the revolutionary social nature of the Chinese military 
operations. The peasant joined the army in order to take his 
source of livelihood, the land from the landowner, and in order 
to free himself from the claws of the usurer. 

But with all his interest in the political and social aspects 
of the Chinese revolution, Dumont, the agronomist and 
agricultural economist, cannot avoid asking the question which 
is at the center of his interest—how has agricultural production 
developed and what are the prospects of its development for 
the future. He is well aware that reform in itself does not 
guarantee the optimal growth of production and that it may 
even occur, as it did for a certain time in the Soviet Union and 
the Popular Democracies, that the farmer's consumption grows 
faster than production. 

Dumont does not prophecy concerning the details of the 
development of Chinese agriculture, but the achievements which 
have been attained point to the future. The author sees a 
good sign for the development of agriculture in a slogan which 
has not indeed been proclaimed officially, but which serves as 
a guiding light for the Chinese farmer—the glorification of 
science and an attitude of respect for the agronomist-adviser, 
an attitude which awakens some feelings of pain and envy in 
the author in that his own countrymen lag so far behind the 
Chinese. 

Dumont expresses his great respect for Chinese agronomy 
and agronomist for knowing how to turn their science into a 
really practical science, answering the pressing questions of 
the day and at the same time suggesting solutions for long- 
range problems. The Chinese agronomists have learnt the art 
of harmonizing efficient agronomical solutions and the pressing 
needs of the hour, while they keep looking to the more distant 
future. At the present time the main worry is to increase 
production and interest is centered in “‘‘more quintals rather 
than in less workdays per hectare.” 

There is, still, however, a great deal of interest in the im- 
provement of the conditions of life and work of the peasant and 
the use of agricultural machine has grown at a dizzy pace. As 
a result, Chinese agriculture is changing from a handicraft to a 
mechanized and large-scale undertaking. A great deal of 
attention is given to seeing that mechanization, instead of 
harming the quality of the work of the Chinese farmer, will 
rather preserve and even improve upon it. In the first stages, 
however, the task of mechanization is to supply new places of 
work for millions of farmers and agricultural laborers rather 
than to bring immediate improvements in the conditions of 
work and production. The tractor is important, at present, 
not as a replacement for the labor of beasts and men, but 
rather as a means of creating employment by opening new 
territories for agriculture. As for the combine—it is Dumont’s 
impression that widespread use must be deferred for about a 
generation. 

It is Professor Dumont’s opinion that because of the 
differences in the historical conditions of development of China 
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JAPAN-MALAYAN TIES 

“One of the purposes of my present trip is to promote 
the cause of understanding. When, therefore, | return to 
Malaya, | want to return with the feeling that I've promoted this 
cause, and with happy memory of my short stay,” said the 
Prime Minister of the Federation of Malaya, Tunku Abdul 
Rahman Putra, during his recent state visit to Japan. The visit 
by the Malayan Prime Minister is of great significance in that 
the friendly relations already existing between the two countries 
is further promoted. Japanese Prime Minister Nobusuke Kishi, 
and the Malayan Prime Minister issued a joint communique 
emphasizing the need of promoting mutual understanding and 
economic cooperation. The text of the joint communique is 
as follows: 

At the invitation of the Prime Minister of Japan, Mr. 
Nobusuke Kishi, the Prime Minister of the Federation of Malaya, 
Tunku Abdul Rahman Putra, visited Japan, and was received 
in audience by His Majesty the Emperor of Japan and had talks 
with the Prime Minister of Japan and the Minister for Foreign 
Affairs. The two Prime Ministers were happy to continue the 
friendly talks which they had had at Kuala Lumpur in November 
last year. The talks, which were held in an atmosphere of 
frankness and cordiality, have contributed greatly to the 
enhancement of the close and friendly relations between the 
two countries. The Prime Ministers reafirmed their desire for 
promoting mutual cooperation between Japan and the Federa- 
tion of Malaya, which will not only be to their mutual benefit 
but will contribute to the peace and prosperity of Asia as well 
as of the world. The two Prime Ministers discussed practical 
ways and means of promoting economic cooperation and of 
expanding trade and commerce between Japan and the Federa- 
tion of Malaya. They expressed their agreed desire that Japan 
would help to contribute to the economic development of the 
Federation of Malaya through the investment of Japanese 
capital and the export of capital goods necessary for such 
development, while the Federation of Malaya would cooperate 
with Japan by offering her a market for Japanese industrial 
products, so that the two countries might establish closer 
economic relations. It was also agreed that further talks would 
be necessary to discuss details, and such talks would be con- 


in comparison with the Soviet Union, there is the possibility that 
the former will be able to develop industry and agriculture 
parallelly, and at the same time. The Chinese city, as is well- 
known, is over-populated and is not immune to unemployment. 
Developing industry will be able to draw its labor from the city 
without requiring reinforcements from the village. Dumont 
believes in the future of Chinese industrialization, but a new 
and modern industry requires a great deal of raw materials 
which only a developed and industrialized agriculture can 
supply. It thus becomes evident that the dual development of 
agriculture and industry is not only a hope but also a necessity. 

Dumont believes wholeheartedly that the Chinese will 
succeed in establishing a socialist economy without the devia- 
tions and the difficulties which accompanied the Soviet Union. 
He makes this success, however, dependent on what he calls 
a ‘dietary revolution.” What is meant by this is not so much 
a change in the traditional Chinese diet, but rather the adapta- 
tion of Chinese agriculture to the ‘“‘vegetarian tradition’ in 
production and consumption. Dumont also thinks that the 
agronomists and agricultural economists of China would do well 
to learn from the Danish and Dutch cattle-growers, from 
California fruit-culture, as well as from ‘‘general’’ -French 
agronomy. 

The author finds fault with the dogmatism of the agricul- 
tural advisers and the ‘‘policing’’ which is found to an excessive 
degree everywhere. He himself found the way to overcome 
this and did not need the help of interpreters and official guides, 
The author assumes with a great deal of certainty that the 
success of the Chinese agrarian reform with its revolutionary 
results on production, distribution and industrialization, as well 
as on cultural development in general, will influence the 
undeveloped areas on the continents of Asia and Africa, and 
alzo in South and Central America, as well as in backward 
regions of Europe, as the southwest portion of his own home- 
land, France. 
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Reports from Japan 


tinued between the representatives of the two countries in due 
course. The two Prime Ministers were convinced that this visit 
following on the earlier visit of Prime Minister Kishi to Kuala 
Lumpur, together with the personal contacts they have estab- 
lished and also the fruitful exchange of views which have taken 
place, would lead to greatly increased cooperation and under- 
standing between the two countries. 


JAPAN-MOROCCO TRADE ACCORD 

Japan and Morocco recently concluded a trade agreement, 
providing for a trade of about $3,400,000 each way and for 
both nations to accord each other as favorable consideration as 
possible in granting export and import permissions. Negotia- 
tions had been going on in Rabat, capital of Morocco. The 
trade arrangement will be retroactively effective as of 
December 24 last year, and be valid for a period of one year. 
Japanese exports under the trade program will consist mainly 
of green tea and synthetic fishing nets while a large part of 
the imports from Morocco will consist of phosphate rock. 
Trade between Japan and Morocco in the past has been un- 
balanced in favor of the former since the latter's exports were 
limited to phosphate rock as against Japanese sales of green 
tea, nylon fishing nets and soya bean oil. In arriving at the 
new agreement, Morocco requested Japan to promise the im- 
port of other Moroccan products aside from phosphate rock in 


order to correct excessive Japanese exports. Japan main- 
tained, however, that since many Moroccan commodities, 
including phosphate rock, came under Japan's automatic 


approval system, it could not make a definite promise to pur- 
chase a fixed quantity of products. The scale of trade was 
thus set at Y3,400,000 one-way for each country, items being 
centered around green tea and phosphate rock. If Moroccan 
products should become internationally competitive in both 
price and quality, Japanese would buy more from that country. 


SINO-JAPANESE TRADE ARRANGEMENT 

Agreement was reached between Japan and the Republic 
of China recently to set this year’s volume of exports and 
imports at $85,250,000 one way on the basis of the trade 
arrangement signed on June 13, 1953. Principal Japanese 
exports will consist of fertilizer ($22 million), iron and steel 
products ($8 million), machinery ($9 million), rolling stocks, 
ships, communication equipment ($7 million), and _ textiles, 
($3,300,000). Main imports will be unrefined sugar ($35 
million), rice ($23 million), bananas ($5,500,000), canned 
pineapples ($2,500,000) and salt ($1,500,000). 

This year's trade schedule is $7,350,000 less than last 
year's total of $92,600,000, but this is due chiefly to the big 
drop in the price of sugar. Major changes in the volume of 
Japanese imports will be an increase of one million dollars in 
bananas and decrease of $750,000 in brown sugar, $500,000 
in salt and $500,000 in coal. The quantity of sugar to be 
purchased will be decided at talks to be conducted between 
civilian representatives but it is estimated at 350,000 tons— 
50,000 tons over last year. 

Sino-Japanese trade from April | last year to'the end of 
March this year shows exports and imports of $80,910,000 and 
$73,450,000, respectively, an export excess of approximately 
$7,460,000. Principal items exported: were fertilizer 
($23,100,000), machinery ($8,350,000), electrical products 
($5,410,000), steel products ($13,330,000) and textiles 
($2,120,000). Imports consisted of sugar ($36,670,000), 
rice ($25,090,000), bananas ($4,620,000), canned pineapples 
($1,740,000) and salt ($1,290,000). 

DESIGN PIRATING 

Efforts are being made by the Japanese Government as 
well as exporters to prevent both the intentional and unin- 
tentional stealing of foreign designs. Japanese manufacturers 
have been frequently charged with engaging in unjust 
competition by pirating designs of overseas companies. It has 
been pointed out, however, that they often export goods design- 
ed according to the order placed by foreign buyers. This is 
true in the case of small and medium sized makers who un- 
intentionally infringe on. design rights since they are unfamiliar 
with the situation abroad lacking in knowledge of designs in 
overseas markets. To make matters worse their products 
account for nearly half of Japan's total export value. On the 
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other hand, there are manufacturers who knowingly violate 
design rights of foreign firms because refusal to observe the 
buyer 8 instructions would mean losing the order to a 
competitor. 

k The authorities and the informed exporters have been 
trying to impress upon the manufacturers the vital need to 
respect the design copyrights in international transactions. 
They have pointed out that Japan must acquire international 
trust, if its economy—so heavily dependent upon exports—is 
to achieve progress. One of the measures now being carried 
out to prevent the pirating of designs is the ‘Ordinance fox 
Control of Export Trade” enforced since 1951. 

According to this ordinance, the Minister for International 
Trade and Industry has the power to designate commodities 
which might violate design and trademark rights in the area 
of destination. Such products must receive the Prior approval 
of the Minister before exportation. The ‘‘Transaction Law for 
Imports’ enforced in 1955 stipulates that, as a punitive 
measure, traders who have carried out illegal exports shall be 
issued a warning or prohibited from engaging in trade. Ex- 
porters themselves have also formed an exporters association 
based on the above law and have decided to take joint action 
for the prevention of design piracy. For example, they estab- 
lished a Textile Color Design Center in 1955, a Pottery Design 
Center and General Merchandise Design Center in 1956. 

This is briefly how the center works: all the makers 
belonging to the Association register their new designs for 
protection with the center from which he must receive a 
certificate of approval before he can export his product. Ex- 
port of a product whose design falls under any of the following 
categories is prohibited: (a) a design which has already been 
copyrighted in Japan or a close imitation thereof; (b) a design 
which has already been registered with the center or a close 
imitation thereof; and (c) a design which is believed to con- 
travene international business practice. Since the establishment 
of these centers, there have been hardly any problems concern- 
ing textile and pottery design rights which previously 
came to the fore most frequently. 

The design centers have been in operation for only a 
brief period as yet and do not possess sufficient overseas data. 
Also because of inadequate funds and personnel, they are 
unable to perform at top capacity. For instance, items 
registered for approval at the Textile Color Design Center are 
limited chiefly to cotton and spun rayon prints while at the 
Sundry Goods Design Center, only two items are accepted for 
registration—smoking equipment and rosaries. Since sundry 
goods cover a wide range and are produced mostly by small 
and medium sized manufacturers, continued orts by the 
industry are required for the complete prevention of design 
piracy. 

The Government plans to grant subsidies to design centers 
in future in order to strengthen their work. It should be noted, 
however, that registration of designs at these centers does not 
involve industrial property rights on a legal basis. Neverthe- 
less, in actual practice, they receive protection through prior 
validation of exports. 

In cases of design infringements, some countries have 
given legal protection to designs even if they were unregistered 
so long as they were newly conceived. Many difficult problems 
have arisen in this connection since Japan takes the stand that 


unless a design is legally registered, it is not entitled to lawful: 


protection. Many design infringements have also occurred 
because manufacturers have produced items according to the 
sample which are attached to buyers’ orders. It is hoped that 
in order to prevent such violations hereafter, overseas buyers 
will formally register their designs and trademarks in Japan 
according to the procedures stipulated in the Japanese Design 
and Trademark Laws. 


ERRORS IN EARTH TIME 


Tokyo Astronomical Observatory scientists announced 
recently a precise tabulation ‘of errors produced in the 
astronomical time by the steady retardation in the earth's 
revolution. The findings, almost identical with those of Dr. 
Luis Essen, noted British' astronomer, were presented in a 
report entitled: “Comparison of Atomic Clock and Astronomi- 
cal Clock Systems’ by Dr. Masashi Miyaji, director of the 
observatory, before a Japan Astronomical Society congress in 


Tokyo. 


243 


The problem of establishing an accurate time system by 
means of the atomic clock to correct such errors was discussed 
by last year’s international committee meeting on measurements 
at Paris and a decision was reached to proceed with efforts to 
determine the errors. According to Dr. Miyaji’s report, Tokyo 
observatory scientists had made for the past two years from 
January 1, 1956, comparative studies of the world standard 
time and of an atomic clock working on motions of ammonium 
elements designed by a Tokyo University assistant professor. 
They thus discovered that the speed of the rotation of the earth 
had slowed down 4.8/10,000th of a second by the end of the 
first year and 9.6/10,000th of a second by the .end of the 
second year. It was believed the earth's revolution would con- 
tinue to be retarded by the “rotation lag’’ every year for some 
time to come because of the unstableness of its liquid nucleus 
and the “‘elasticity’’ of the earth's crust. 

Actual errors thus caused in the ordinary clock readings 
were said to increase in direct proportion to the second power 
of the number of years involved. This meant a disparity of 
0.17 seconds occurred in the two year period, or as much as 
4.4 seconds in a decade. The rate of the speed of the earth's 
rotation was said to have been increasing for a brief period 
until several years ago, but was now decelerating, registering 
a difference of 30 seconds compared with the astronomical 
time in the half century since 1901. 


ASIAN BROADCASTERS’ CONFERENCE 


Thirty-one delegates from 13 Asian nations, participating 
in, the Second Asian Broadcasters’ Conference held in Tokyo, 
agreed to back a three-week Asian Folk Dance and Music 
Festival to be held in September 1959. The conference was 
held with the Japanese Broadcasting Corporation (NHK) as the 
host and the Postal Services and Foreign Ministries as support- 
ers. Its aim was to deepen understanding and friendship 
among the peoples of the Asian region through activities of 
individual broadcasting stations and by mutual collaboration. 

The foreign countries participating were Burma,’ Ceylon, 
Republic of China, India, Indonesia, Israel, .Laos, Malayan 
Federation, Pakistan, Philippines, Turkey and Viet Nam. 
Observers were dispatched from the UN's Radio and Visual 
Services, UNESCO's Radio Division and the Voice of America 
as well as from Hongkong. The delegates made reports, 
presented proposals, and discussed the exchange of radio and 
television programs, exchange of information and data concern- 
ing programs, technology and management and technological 
improvements embracing medium-wave, short-wave and fre- 
quency modulation. The Conference also took up _ the- 
questions of mutual assistance in training producers, announcers 
and technicians; the exchange of employees and talents; and the 
establishment of a permanent organ to strengthen cooperation 
among broadcasters in the Asian region. 

Other items on the agenda include the plan to hold an 
Asian Folk Dance and Music Festival in 1959, cooperation 
among Asian broadcasters in connection with the international 
allocation of high frequencies and the site of the next Asian 
broadcasters’ conference, The Conference accepted the pro- 
posal put forward by NHK for the holding of the Asian Dance 


and Folk Music Festival in 1959, and agreed that every 
encouragement and cooperation be rendered to this joint 
project. The festival will be under the auspices of the Japan 


Broadcasting Corporation (NHK). In 1959, the third confer- 
ence will again be held in Tokyo under the sponsorship of NHK 
as in the past two years. It was noted that there was greater 
mutual understanding of the: problems faced by different 
countries than at the first conference. Statements of delegates 
were more definite, the plans and ideas which failed to take 
solid form at ‘the first conference became more concrete. These 
represented a big step forward. 


FOREIGN STUDENTS ‘IN JAPAN. 


Nearly 4,000 students from abroad are now enrolled in ~ 
many of Japan's 500 colleges and universities. A greater part 
of them are Koreans, Chinese and Americans, but an increasing 
number come from Southeast Asia. Also, in scientific and 
technological institutes and a large variety of shops and 
factories as well as in banking and commercial establishments, 
hundreds of youths from Southeast Asian countries are receiv- 
ing practical and technical training. With a view to furnishing 
all facilities to the visiting students various non-profit organiza- 
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tions have been formed with cooperation of the Japanese 
Government. 

The inflow of foreign students began in 1890's, but was 
halted during the postwar years until 1952 when a group of 
70 students arrived in Japan from Indonesia. The first great 


influx of foreign students followed the Sino-Japanese War of 


1894-95. The same thing occurred in the aftermath of the 
Russo-Japanese War of 1904-05. The number of students 
visiting Japan has been increasing since then. Before 1930 


the overwhelming majority of foreign students were Chinese, 
and to assist them, the Japanese-China Institute (Nikka-Gakkai) 
was founded in May, 1918. From around 1933-34, youths in 
Southeast Asian countries displayed an increasing desire to 
study in Japan. To meet this situation, the International 
Students Institute (Kokusai Gakuyu Kai) was organized in 
December, 1935 with support of the Foreign Ministry. Both 
of these organizations aim at promoting international under- 
standing by means of cultural exchange and friendship through 
students. Up to 1945, the Japan-China Institute took care of 
approximately 20,000 Chinese students and the International 
Students Institute some 700, (600 of whom being students from 
Southeast Asia). 

During the early post-war years activities of the two 
organizations came to a virtual standstill. However, with the 
signing of the Japanese Peace Treaty in September 1951 a 
number of Southeast Asians expressed their desire to study in 
Japan. In 1952 the International Students Institute was re- 
activated to receive 70 technical students from Indonesia. This 
marked the resumption of foreign students coming to Japan 
after the war. They were soon followed by an ever-increasing 
number of students from other countries, some with their own 
funds, others with scholarships offered by the Japanese Gov- 
ernment and industrial circles, and still others under technical 
assistance programs of the United Nations, its Specialized 
Agencies, Colombo Plan and International Cooperation Agency. 

Meanwhile the International Students Institute expanded 
and improved its facilities in the interest of visiting students, 
its activities covering various fields, such as (1) offering 
comfortable living accommodations, (2) placement to suitable 
schools and institutions, (3) operation of Japanese language 
classes, (4) organizing recreational programs, and (5) 
counselling. The ISI has thus taken care of more than 500 
foreign students since 1952 or a total of 1,200 since its 
establishment. These students come from many countries, 
including Afghanistan, Argentina, Australia, Austria, Belgium, 
Bolivia, Brazil, Burma, Cambodia, Canada, Ceylon, China, 
Colombia, France, Germany, Hongkong, NHungary, India, 
Indonesia, Iran, Israel, Italy, Laos, Lebanon, Malaya, Mexico, 
Nepal, Netherlands, New Zealand, Pakistan, Peru, Philippines, 
Poland, Singapore, Thailand, United Kingdom, U.S.A., Uruguay 
and Viet-Nam. The ISI is running the International Students 
House in Tokyo where more than one hundred students from 
fourteen countries are living under the same roof. 

The Institute also operates a Japanese language school to 
assist foreign students before admittance to Japanese institutions 
of higher learning where all classes are conducted in the 
vernacular. After finishing its one-year intensive course, 
foreign students will be able to follow the university lectures 
with their Japanese fellow-students. About thirty students are 
now regularly registered at the language school learning both 
speaking and writing. The ISI has also published a series of 
Japanese language textbooks. In addition, the social functions 
and recreational programs of the Institute help widen the foreign 
visitor's knowledge and understanding of Japan and the 
Japanese. All of these programs are open to resident and non- 
resident members alike. In 1952 the Institute was appointed as 
an administering agency in Japan of UNESCO scholars and 
fellows. In 1956, for the convenience of students and 
trainees placed in Kansai District, IS] was established in Osaka. 
The new Institute offers the same facilities just like the ISI 
headquarters in Tokyo operating an International Students 
House with accommodation for 30. Another International 
Students House with the capacity of 30 will open in Fukuoka, 
Kyushu. 

In fiscal 1954, granting of Japanese government scholar- 
ships to foreign students was resumed in response to a 
growing demand from foreign youths desiring to study in Japan. 
The number of government scholarships has been increased to 
70 (20 more than before), effective fiscal 1958. Responsing 
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to an ever growing enthusiasm among foreign nationals co 


study in Japan, the Japan International Association for 
Education has been formed for the construction of more 
lodging facilities. Under the Association's sponsorship a- 


dormitory has been completed in Tokyo for the exclusive use 
of holders of Japanese government scholarships. 

In 1957, the Japan-China Institute was reactivated as a 
specialized organ to assist Chinese students. In recent years, 
a growing number cf Chinese youths in Hongkong and Singa- 
pore voiced their preference to study such subjects as industrial 
technology and medical science in Japan. 

In the meantime many private schools have also endeavor- 
ed to accept more foreign students. Kinki University in Osaka 
opened a foreign students course in 1952. Asia University 
in Tokyo followed suit accepting students mainly from 
Hongkong and Singapore. Another development was_ that 
several private universities in Tokyo, including Nihon, Chuo, 
Meiji, Hosei and Waseda, established a liaison council to invite 
jointly students from Southeast Asian countries. The council 
began screening Chinese students in the spring of 1955 and, 
in 1956, enrolled students from Hongkong, Thailand, Philip- 
pines and Singapore. There are also a small number of 
universities where classes on Japanese culture are conducted in 
the English language for the convenience of Western students. 

When the Government supported programs for expanding 
living facilities for foreign students are completed, a total of 
340 foreign students will be accommodated at one time, 100 of 
whom (Government scholarship holders only) at the Japan 
International Association for Education; 210 at ISI's Inter- 
national Students Houses (130 in Tokyo, 50 in Osaka and 30 
in Fukuoka) and 30 more at the Japan-China Institute (Chinese 
only). 


JAPAN AT BRUSSELS 


At the 1958 World's Fair, which is the first to be held in 
19 years in the Belgian capital, the small but beautifully laid-out 
Japanese pavilion has already attracted thousands of visitors. 
Prince Takamatsu, younger brother of His Majesty the 
Emperor, and Princess Takamatsu were present at the opening 
ceremonies. The Fair observed Japan Day and visitors to the 
Japanese pavilion were treated to a colorful program of tradi- 
tional Japanese dancing and music, demonstrations of flower 
arrangement and dishes of Japanese dainties. The |0-thousand- 
foot pavilion, with a swept-wing roof, is easily spotted among 
the most attractive structures at the fair. The Japanese 
exhibits trace the cultural and industrial development of Japan 
and also the richness and uniqueness of this country's 
handicrafts. Another attraction is the Japanese garden that 
one enters into as he completes the tour of the pavilion. 
Hundreds of tons of stones and rocks were shipped from Japan 
for the garden, whose layout contains hints from the Imperial 
Palace. Then there are demonstrations of flower arrangement 
which should be of intimate interest to the lady visitors to the 
fair. Giving the demonstrations is a top instructress in the 
field, Miss Noriko Nakamura, president of Ikebana International. 
She tries to show how Japanese flower arrangement can be 
utilized as part of interior decoration suitable to Western homes. 
She has travelled extensively in Latin America and Asia, 
demonstrating the art of Japanese flower arrangement before 
thousands of foreigners. Of interest to the visitor with less 
aesthetic tastes, there is a Japanese restaurant, serving 
“tempura or Japanese fritters and sea foods. The chefs and 


waitresses at the restaurant come from a famous restaurant, the 
Tsuruya of Osaka. 


INTERNATIONAL LANGUAGE INSTITUTE 


Another step toward the elimination of lanugage barriers 
existing between nations was made recently with the 
inauguration of the International Language Institute in Tokyo. 
Yasaburo Shimonaka, president of Heibonsha Publishing Co. 
and well known as a world federalist, was named president of 
the new organization. The International Language Institute's 
projects will include the research on language handicap in 
international conferences, analysis of languages as an approach 
to an ideal common language, experiments in new foreign 
language teaching methods, study of a possible form of simpli- 
fied English and publication of international journals. The - 
institute plans to hold the first world conference for an 
international language within the next few years. 
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HONGKONG NOTES AND REPORTS 


Economic Pressure from China—Mr. Brook Bernacchi, 
Chairman of the Reform Club and an Urban Councillor, last 
week expressed deep concern about the ever increasing economic 
pressure from China. He pointed out: (a) The markets are 
being flooded with cheap industrial goods that would appear to 
be deliberately priced below those at which our own industries 
can produce on an economic basis. (b) Livestock, i.e. cattle, 
pigs and fowls are intermittently flooded on the market causing 
serious financial loss, if not ruination, both to the importer and 
the local farmer. It might be thought that this is of general 
benefit to the community in that it reduces the price of food 
and therefore the cost of living, but this is not correct. The 
“floodings are intermittent and have the effect of discouraging 
the importer from placing orders for livestock for fear that its 
arrival will coincide with a flood period and the local farmer 
is wary of breeding for the same reason. In the result the 
price of meat and poultry is unstable and subject to consider- 
able fluctuations making any planned economy by the average 
householder almost impossible. (c) The fishing industry affect- 
ing over 100,000 fishermen including their families, directly, 
and the whole Colony indirectly, is now in danger of complete 
extinction. Chinese territorial waters have suddenly been 
closed te our fishing vessels and apart from the niceties of such 
questions as to what are or are not Chinese territorial waters, 
it is clear that the British waters of the Colony are not sufficient 
to enable such a large fishing community to operate in, whilst 
the vast majority of the fishing junks are not sufficiently sea- 
worthy to enable them to trawl in the open seas. (International 
waters). 

The Reform Club therefore calls upon Government to take 
immediate steps towards a solution of these problems and to tell 
the people of Hongkong what it is doing. In the Reform Club's 
opinion the whole economic structure of the Colony is likely 
to be affected during the coming months and. the people of 
Hongkong have a right to demand to know what is going to be 
done. Local business circles believe that nothing could be done 
about imports of Chinese goods because HK is a free port. 
Government however has taken immediate measures to help 
local fishermen. British gunboats are now protecting HK 
fishing junks outside the Harbour. 

Hongkong’s Prospects—Few people here have the courage 
to face realities. The editor of the Chinese owned ‘Hongkong 
Standard’ has however often pointed out, in eloquent terms, 
basic and current problems of the people living here by their 
own volition and by force of circumstances. Lasi week the 
‘Standard’ editor wrote a remarkable leader which is repro- 
duced below: 

The political and economic prospects which face the 
Colony today are not at all pretty, and there is reason to believe 
that the situation will become uglier as time goes on. Our 
appraisal, unpalatable though it may be to Hongkong residents, 
is not meant to arouse either fear or panic; it is meant to per- 
suade the government and the leaders here to take full 
cognizance of the grave problems which confront us and to 
devise means to surmount them. In an editorial on Aug. 3 
entitled “‘Peking’s Silent’ Invasion of Hongkong,” we called 
attention to the multi-pronged attack by the Chinese Communists 
to dominate Hongkong’s basic economic, political and cultural 
activities. We said at that time: “Heavy dumping of Chinese 
Communist goods on Hongkong and Southeast Asian markets 
is part of Peking’s long-range political and economic campaign 
against this Colony. The effect of this well-directed cut-rate 
sales drive may not be felt acutely in Hongkong at this moment, 
but the cumulative political and economic results may one day 
hit the city like a delayed action bomb.... This dumping, if 
kept up for an extended period, will bring economic havoc to 
Hongkong. It has been said that the cut-price sales war is 
aimed against Japan and that Hongkong is merely getting the 
side effects. Actually, Japan, with its broader and much better 
established industrial base, can withstand Red China’s assault 
with much less damaging effects than Hongkong. This Colony 8 
industrial structure, built with little planning and diversification, 
can be wiped out if Peking really intends to bring Hongkong to 
the brink of economic disaster.” ; 

Having thus outlined the threats against Hongkong sur- 
vival, we concluded in our Aug. 3 editorial: “To counter the 


Red strategy, it takes, in the first place, a full understanding by 
both our government and our people of the threat which faces 
us. We need, in addition, something more than the ability to 
muddle through. We must have carefully developed plans to 
check every move of Peking’s silent invasion. The danger we 
face should be made fully known to the United Kingdom govern- 
ment as well as the United States so that effective means of 
defence can be taken in time.’ Since the appearance of this 
editorial, a number of local leaders and civic organizations have 
discussed the critical problems posed by Red China's dumping. 
The latest statement calling attention to the seriousness of the 
situation came from the Reform Club which urged the govern- 
ment to take action to check the Communist cut-rate sales drive. 
In order to obtain a full understanding of the gravity of 
the Communist “‘silent invasion,” it is important that 
Hongkong is completely aware of two vital points. The 
first of these is the fact that the current dumping is not a 
passing phenomenon. It will not go away in a few months if 
we just close our eyes and take a deep breath. There is every 
reason to believe that the economic pressure now exercised 
against Hongkong by the Communists is only the initial phase 
and as time goes on it will become more oppressive. The 
second point to remember is that the ultimate objective of the 
Chinese Communists is to place Hongkong—and every phase 
of its life—within their iron grip, without actual physical 
occupation. The Reds have probed our defences for some time 
and they have finally found a weak spot against which they can 
now hammer with all their might and persistence. 

With these two basic points in mind, it is possible for us 
to analyse our own capabilities so that we can devise ways and 
means of preparing an effective long-term defence. Despite the 
suggestion made by the Reform Club, there is actually very 
little that the government can do at this moment to counteract 
the Communist economic threat. Hongkong is a free port and, 
if we are to survive, we cannot erect temporary protective walls 
to keep out Chinese Communist products alone. Furthermore, 
this Colony also needs supplies of mainland-produced foodstuffs 
and other items. The moment we take action to shut out 
Chinese Communist products, either by government action or 
by boycott, Peking could instantly retaliate by stopping ship- 
ments of essential foodstuffs which the Colony needs. In actual 
fact, if Peking chooses to do so, it could starve Hongkong into 
submission. Our dilemma is such that if we do not take action 
to counter the dumping our industries will face eventual ruin, 
while if we try to check the Communist sales campaign we will 
suffer serious retaliation. 

In view of this perplexing situation, it is actually inadvis- 
able for the government to take any precipitate action which 
would plunge Hongkong into serious difficulties. This does not 
mean, however, that either the government or the public should 
sit back, close their eyes and let disaster take its inevitable 
course. Since the Communist Chinese dumping tactics must 
be considered as a long-range measure, Hongkong must devise 
an equally long-term programme of defence. On the fulfil- 
ment of such a task Hongkong has always been known as poorly 
equipped. We are accustomed to meeting crises and problems 
as they come, and we have always been remiss at long-term 
planning which looks steadily into the distant future. In meet- 
ing the Communist economic threat, we need more than our 
agility at muddling through: We must have a carefully thought 
out plan and perseverance to see it through. To begin with, 
it is urgently necessary for the government to study anew the 
proposal for a Development Corporation. This organization. 
if properly organized, staffed and financed, can very well 
become Hongkong’s economic GHQ which mobilizes and directs 
the Colony’s total economic resources. It must be pointed out 
that the government, through its existing organization and 
departments, is no longer capable of devising effective means to 
check the Communist economic invasion. The only defence 
measure which can be at all useful must be a combined and 
allout effort between the government and the Colony’s financial, 
industrial and business communities. There is no existing 
organization through which such a combined effort can be 


mobilized. The Development Corporation is the only feasible 


solution. 
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Furthermore, it is not likely that as the Chinese Com- 
munist economic invasion develops, Hongkong will be able to 
withstand the attacks without outside assistance. We may need 
long-term loans and technical assistance to help us through the 
critical days ahead. At the moment there is no existing organ- 
ization here through which such outside economic assistance 
can be channelled. The proposed Development Corporation is 
again the most suitable organization to do this job. In view 
of the life-and-death struggle we face, the government can 
scarcely procrastinate any longer on effective measures which 
would insure our economic survival. The proposal for a 
Development Corporation, which has been shelved off and on 
by the government, should now be placed under urgent study 
because without the total and long-range defence such an 
organization can provide, Hongkong will surely succumb to Red 
China’s economic invasion. 

Civil Rights of HK Citizens—Mr. Hilton Cheong-leen, an 
Urban Councillor, last week narrated the civil rights of HK 
citizens as follows:—(1) Personal Freedom: Generally speaking, 
all of us who consider Hongkong as our permanent home, 
whether we were born here or not, are Hongkong citizens. A 
fundamental right which we enjoy is personal freedom, that is, 
the right to move about as we please so long as we do not 
infringe the law. With personal freedom, is often associated 
the inviolability of dwelling. You might have heard of the 
saying ‘An Englishman's home is his castle.’ This implies that 
no one, not even the Prime Minister, can enter the home of an 
Englishman without prior consent, except under due Process of 
law. In the same way, we in Hongkong have this right of 
privacy of dwelling. 

(2) Habeas Corpus: Normally, under British law, if a man 
is detained by the police, and we can show the court that there 
are some grounds for supposing that the prisoner is wrongfully 
imprisoned, we can apply to the court for a writ of habeas 
corpus. The writ requires the police detaining the prisoner to 
bring him in person before the court and inform the court of 
the grounds of his detention. And if it appears that the pri- 
soner has been confined without any legal warrant, the court 
will release him. If it appears that there was a legal warrant, 
then the court, if the crime charged was a misdemeanour, will 
as a rule order his release subject to bail, and if the crime was 
a treason or felony, will make provision for his speedy trial. 
There is a state of semi-emergency existing in Hongkong and 
laws have been passed-which permit the police to arrest and 
detain persons. However, the case of each detainee is reviewed 
every few months and therefore it is not possible for any 
detainee in Hongkong to languish away in a prison camp per- 
manently. Hongkong may be accused of many things, but it 
is certainly not totalitarian in its way of life, and that is why 
every day more and more people are trying to enter illegally 
into Hongkong. 

(3) Equality before the Law: We have the right to sue 
and be sued, to prosecute and be prosecuted, without distinction 
of race, religion, wealth, social status, or political influence. 
British law has always subscribed to the principle of the in- 
dependence of the judiciary, whereas in totalitarian countrieg, 
the judiciary is not independent and is merely an instrument to 
keep the single party in power. Quite often, you read in our 
local newspapers of judges or magiatrates throwing cases out 
of court or using their discretion in meting out sentences, 
despite the pleas by the Crown prosecutor that the maximum 
sentence possible under the law should be imposed. It is an 
apparent fact in Hongkong that those who are better off finan- 
cially can easily engage the services of solicitors and barristers 
to defend or plead their cases, whilst the poor find it most 
difficult to get adequate legal service for their defence in‘ case 
they are brought to court. That is why it was recently 
advocated that Government should give free legal aid to defend- 
ants accused of the more serious crimes who are in danger of 
being committed to prison for an extended period of time. 
Government has accepted this suggestion and a special com- 
mittee is now working on this problem. 

(4) Freedom of Property: This freedom is closely asso- 
ciated with personal freedom. It means that a person should 
not be deprived of his lands or goods, or restricted in his enjoy- 
ment of them, except in accordance with the law. The trouble 
about Hongkong is that sometimes there is too much freedom 
of property. For instance, we find that in the New Territories 
there are many absentee landlords who collect as high as 40% 
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to 60% of the crops of tenant farmers. And by doing nothing 
about it, Government seems to be condoning this state ‘of affairs. 
We live in an age of democratic capitalism. Therefore, indivi- 
dual property should be related to the larger context of the 
general welfare of the community. As an example, there are 
about 65,000 roof-top dwellers squatting on private property 
in the urban areas. They have no legal right to be there, but 
because we have a very serious refugee problem in Hongkong, 
there seems to be no other alternative for all concerned but to 
temporarily tolerate these roof-top squatters in the name of 


humanity. 


(5) Freedom of Thought: We also take very much for 
granted freedom of ‘conscience and of thought. The former 
means not only freedom to propagate one’s religious beliefs, 
but also to take part in acts of public worship. Whether we 
are Buddhist, Confucianist, Catholic, Protestant, Moslem or 
otherwise, all members of the Hongkong community can freely 
express and openly practice and proselytize their religious 
beliefs. Freedom of thought is the right to communicate one’s 
opinions to others; it also means freedom of discussion and of 
the Press. It includes the right to petition the government for 
redress of grievances. Associated with freedom of thought 
and conscience, is the right of assembly and of association. In 
Hongkong, as-in any other democratic society, we have the 
right to form companies, partnerships, co-operatives, societies 
and trade unions. Also, upon compliance with certain form- 
alities we are able to hold public meetings to discuss matters of 
local or international] interest. We have in Hongkong both 
left-wing and right-wing unions. We also have a few unions 
which are in the centre, being neither left nor right. This is 
permissible in a democratic society, but in a totalitarian state 
you will find that the trade union movement is just the mouth- 
piece cf the dictatorship and is thus not at all free. 

(6) Freedom of Contract: This is the right to choose 
how one shall earn a living and to carry on industry and com- 
merce. This is fully enjoyed by everyone in Hongkong. 

These rights are, of course, always expressly or impliedly 
limited to some extent by the notions of public order and 
security and by the corresponding rights of other individuals. 
In times of emergency these rights can be further restricted or 
even suspended. These rights should be and are, generally 
speaking, enjoyed by every individual in Hongkong. These are 
inalienable human rights which have been spelled out in the 
Universal Declaration of Human Rights. These are rights 
which belong to us as members of a democratic society and we 
must jealously guard these rights. 

Housing and Health—At a public meeting last week, Dr. 
Raymond Lee, an Urban Councillor and well-known civic leader, 
said inter alia:—‘‘Hongkong has been described as one vast 
slum. This impression is created no doubt by the overcrowded 
and filthy condition that is obvious in many parts of the Colony. 
Most tenements, lacking in sanitary facilities, are so old and 
dilapidated that they are not fit for human habitation. More 
often than ‘not, ground floor premises are used for shops, work- 
shops or even factories which makes sanitation even more 
dificult. So acute is the housing situation that basements and 
former garages are taken up for living spaces. With an ever 
increasing population and the economic need to be close to 
their place of work, even roof-tops and old boats are occupied 
for habitation. Most streets are crowded with hawkers and 
hawker activities, many of whom live at their hawker pitch. 
Whilst life is dificult enough with several households sharing 
one floor, it is further aggravated by the chronic shortage of 
water. 

“Every one realises that until the housing problem is solved 
no radical improvement is to be expected. Whilst it will take 
decades to resolve the housing situation, it is important in the 
meantime to get on with the things that can be done now 
because the health of the community cannot wait. Amongst 
other things, if we can persuade people to change their habits 
of throwing things on the streets, if we can encourage people 
to keep their homes cleaner, and if we can impress people to 
have a little more consideration for their neighbours, I am sure 
that the living condition of Hongkong would be vastly improved. 
There should be no insurmountable difficulties and I feel sure 
that it is something worth trying. 

“The work of health education is undertaken in the Urban 
Council by a: special select committee. Realising the inade- 

(Continued on page 253) 
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INVESTMENT TRUSTS 


The story of today’s modern Stock Exchange, with the 
ordered bedlam of its trading floor, its ribbons of ticker tape 
and its instantaneous connections with brokerage offices and 
other exchanges throughout the world, began long ago hut it 
has been only in recent years that we have ali had the oppor- 
tunity to participate in the world’s industry. People with 
money have been investing in industries in many countries for 
many years but the average man has not had these advantages 
until the coming of a new type of investment trust called Mutual 
Funds. In every walk of life and nearly every country 
hundreds of thousands of people have found it as easy to invest 
their savings in the great industries as buying a pair of shoes. 
They have invested in these companies and when they look at 
the advertisements in their newspapers and magazines, when 
they window shop or hear famous products mentioned they can 
say ‘Part of this belongs to me’. 

A vast number of these investors are far from wealthy. 
They are people of modest incomes, aware of the importance 
of putting their savings to work where there exist opportunities 
for both income and growth. They do not know much about 
investments because when investing in mutual funds they are 
acquiring the services of investment experts. With many of 
our modern conveniences we do not live the way we did before 
and by the same standards we cannot invest as we did years 
ago. Today's inflation is geared to our economy and it is 
evident that we cannot invest our money at 3 or 4% interest 
and end up with enough to retire on. In the next 25 years 
we can expect prices to go still higher than they are today. 
We must invest our savings in industries that are keeping pace 
with the times, industries that are growing. 

Some of our large insurance companies and business firms 
are investing their money not only in Hongkong but in many 
other countries.. Today it is easy to invest abroad. The 
principle of diversification of capital is merely the principle of 
not having all our eggs in one basket; it has been used for years 
by the millionaire. This same principle has been applied to 
investing in mutual funds by thousands of people pooling their 
money and having research staffs and professional investment 
managers who select the securities, make the investments and 
keep a constant watch on the scores of securities the Fund 
managers buy. Even many of the better blue chip stocks have 
a record of considerable varying and therefore when to buy 
and when to sell should be left in the hands of investment 
counsellors. The cost of all services to the individual investor 
is infinitesimal in comparison to the results obtained over the 
years. From the very beginning many years ago the various 
Funds based their management activities on the concept that 
the long-term upward trend in stock prices reflects the 
sustained growth of the economy; that as long as the economy 
grows, this upward force in stock values will continue—with 
interruptions, of course. 

Mutual Funds have long-term goals, and they do not 
predict early market moves in effecting the purchase and sale 
of securities. This lack of speculation about the near-term 
future, with reliance on long-term trends, does not mean that 
they are obvious to market fluctuations. The work of research 
staffs in market analysis helps in the selection and supervision 
of these securities but doesn’t mean jumping in and out of 
investment positions. Another important policy of the mutual 
funds originates from the investment trusts’ studies of the forces 
leading to the growth of common stock values over the years. 
They found that a goodly share of the profits plowed back for 
expansion, new products and research is one of the most vital 
forces affecting the growth of common stock values. This is 
of particular interest to us in Hongkong as much of our revenue 
is made from capital gains or the rise of our stock on the 
market. We have two ways to make money, through dividends 
and capital gains. Investing in common stocks yielding highest 
current returns, generally means investing in companies of 
modest growth potentialities and can even result in impairment 
of capital over a long term. The objective of most funds is 
to show reasonable current return, with emphasis on possi- 
bilities of grawth of income and capital value over the years. 
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During the past year investors have had to contend with 
a confusing flood of reports about common stocks. Per-share 
earnings of many companies are down, but in other cases 
earnings are higher. Today the person with money to invest, 
whether it be a large or small amount, needs sound counselling, 
and he is probably quite receptive to it, especially if he has 
been investing on a ‘do-it-yourself’ basis. When the news 
is good and stock prices are rising, many people are tempted 
to consider themselves as experts, at least they: fear no loss. At 
such times it is easy to lose sight of real values. Stocks should 
not be purchased merely because they have popular names or 
merely because they are in style at the moment. Common stock 
investing must be done carefully to be successful. It must be 
based on facts, on values, on critical understanding. The well 
managed mutual fand investment company is able to do this 
because it adopts an analytical approach to investing, as con- 
trasted to the emotional changes of the day-to-day appraisal 
of the stock market on the part of the public. Common stocks 
are a good long-term investment, and it is in times of trouble 
that the shrewd investor most often makes commitments for 
better future income and profits. 


PROSPECTS FOR STERLING AND 
BRITISH ECONOMY 


Current economic events, with the exception of the foreign 
payments situation, do not look very encouraging, and business- 
men may well feel that this is not the time to think of expansion 
or to embark on new projects. This view could be wrong, 
however, and as a guide to action over the difficult and 
uncertain months ahead, the following analysis of probable 
economic developments together with an assessment of their 
implications for the businessman, may be offered. 


At the present time the total output of goods and services 
is running at, or slightly below, the level of a year earlier. 
Production is stable, and, if account is taken of last year's 
strikes, probably slightly below the level of 1957. Unemploy- 
ment is higher and still rising, which is contrary to the usual 
seasonal pattern. The Government, as yet, has done little to 
remedy this and the brakes are still on. Nevertheless, the 
reductions in the Bank rate and the increase in the initial 
allowances have eased matters somewhat. Despite official 
protestations that no easing of the credit squeeze is implied, 
lower interest rates tend to lead to easier, as well as cheaper, 
money. 

The recession in world trade is now hitting British ex- 
ports, which were 3 per cent lower in volume in the first 
quarter of 1958 than a year earlier. More important is the 
fact that the UK’s share of world trade is declining. Shipments 
of British manufactured goods have fallen from 21 per cent of 
the world’s total in 1953 to 18 per cent in the second half of 
1957, and the decline seems to be continuing. 


The balance of payments is the one bright spot. Aided 
by falling commodity prices, the UK's current surplus was 
probably in the region of £100 million.in the first quarter of 
1958. The gold and dollar reserves, with the help of some 
borrowed money, now stand at their highest level for nearly 
seven years, and are still rising. Moreover, this improvement 
has been achieved without any increase in the overseas sterling 
debt, which declined during the first quarter of the year. 


There seems little likelihood that the US recession will be 
over the autumn, although the decline may well be checked 
by then, but the prospects for the UK are nevertheless brighter 
than last year. With the current strength of the balance of 
payments there is less likelihood of a crisis this autumn. 
Although the improvement in the terms of trade will probably 
cease—there was a slight seasonal deterioration in April—they 
should. remain favourable throughout the year. Also, with the 
reserves at their current high level and confidence in the pound 
restored, the exchange crisis of last year should not be repeated 
=-especially now that the French situation appears to be more 
settled. ; 
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Although an increase in the Bank rate in the autumn as 
a precautionary measure cannot be ruled out, we do not expect 
a return to a crisis level of 7 per cent. The slight easing of 
the squeeze associated with the lower Bank rate should con- 
tinue, therefore, and may well be followed by a more positive 
relaxation when the period of strain in the late summer and 
early autumn has passed. Both the Prime Minister and the 
Chancellor of the Exchequer have recently given hints of easier 
times ahead, and with the date when a general election must 
be held coming nearer, there are also strong political as well 
as economic reasons for giving a boost to the economy. 
Methods are at present being explored of increasing the world’s 
liquid resources in order to permit an expansionary movement 
without leading to a series of balance of payments crises, and 
if these are successful an upswing could soon get under way. 
Even if the present talks lead to nothing there are signs that 
a reflationary movement is starting in Western Europe, and this 
may well help the raw material producing countries and pave 
the way for a more general revival. 

The prospects for the latter months of the year are, 
therefore, brighter than is generally supposed, and businessmen 
ought to be aware of this fact and plan accordingly. With the 
strong probability that there will not be an external crisis this 
autumn, the credit squeeze should continue to weaken with 
money becoming both easier and cheaper. Although wage 
increases will be smaller this year, savings are at a very high 
level. As the position improves, therefore, the home market 
may well recover and sales should start to rise significantly in 
the final months of the year. 

Exports are likely to become more difficult as more of 
the raw material producing countries impose controls to protect 
their balance of payments positions. Trade is most likely to 
be maintained, and possibly expanded, in Western Europe, and 
concentration on the markets of the various European countries 
should prove successful. 

Looking slightly further ahead there is the prospect of 
an expansionary budget containing a stimulus to investment— 
possibly with the reintroduction of the investment allowances. 
This should come at a time when the rest of the world is also 
starting on a renewed burst of activity after the restrictions of 
the recent months, and pressures on demand may well rise. 
Expansionary programmes should be prepared now, therefore, 
in order to take advantage of the concessions as soon as they 
are granted, as those who get to the head of the queue will 
miss most of the bottlenecks and delays that are likely to 
emerge later on. Also, those who get in first will reap most 
of the benefits of the higher level of activity—the experience 
of the past two years clearly indicates the problems that face 
those who expand too cautiously and too late. 


% *% % 


Twelve months ago the clouds were gathering for the 
storm that came very near to engulfing sterling: last September. 
The crisis which reached its climax in that month was due to 
a special combination of unfavourable circumstances: There 
was the’ customary seasonal pressure on sterling. In addition, 
the fear of inflation, stimulated by the lavish wage concessions 
granted earlier in the year, had undermined foreign confidence 
in sterling. The consequent withdrawals of money from 
London were further swollen by a widespread expectation of 
an upvaluation of the German mark, while the appetite of 
speculators against sterling was sharpened by the profits that 
had already been made as a result of the devaluation of the 
French franc in August. 

These adverse factors caused the severe run on sterling 
and depletion of the reserves which in turn induced the 
Government to take the heroic measures, including a 7 per 
cent Bank rate, which succeeded in stemming the tide against 
sterling. Ever since the end of September the gold and dollar 
reserve of Britain has been recovering. 

The time has come to ask whether the year 1958 is likely 
to provide a repetition, even in muted tones, of the crisis of 
1957. On present indications this looks most unlikely, and 
there appear to be good reasons for assuming that sterling can 
face the inevitable autumn storms with confidence and uncon- 
cern. The first of these reasons is the impressive recovery 
that has taken place in the exchange rates for sterling, not 
only in the official, but in all the markets for the cheaper 
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varieties of our currency. It is remarkable that every type of 
sterling held by non-residents—whether American account, 
transferable or security sterling—can now be converted into 
dollars within the gold points fixed by the International 
Monetary Fund, namely, $2.78 to $2.82. Equally impressive 
has been the rebuilding of the gold and dollar reserves since 
they touched their low point of $1,850 million at the end of 
September 1957. By the end of May they had risen to $3,039 
million, an increase of $1,189 million. Even allowing for the 
fact that the present reserves include $810 million which have 
been temporarily borrowed from the International Monetary 
Fund and the Export-Import Bank, this represents an 
impressive strengthening. 

Hand-in-hand with this strengthening of the reserve there 
has been a substantial reduction in the sterling liabilities of 
the United Kingdom. At the end of June 1957 these liabilities 
amounted to £3,494 million and by the end of March of this 
year, the latest date for which figures are available, they had 
fallen to £3,234 million. There has thus been a two-fold 
strengthening of the financial position—an increase in the gold 
and dollar reserve plus a reduction in our short-term liabilities. 

Another item of reassurance is the fact that there is no 
question this year of an upvaluation of the German mark and 
no consequent inducement to shift money away from London 
to Frankfurt in order to reap the benefit of such a change in 
parity. The repeated statements of the German authorities 
have made it abundantly clear that there is no question of a 
movement of this kind. 

Sterling is likely to derive negative comfort from the 
undercurrent of unease that has begun to affect the US dollar 
position. The deepening recession in the United States and 
the current talk about increasing the volume of world reserves 
have given rise to much talk about the possibility of an increase 
in the dollar price of gold. The American authorities have so 
far been adamant in their refusal to contemplate any such 
move, but despite such denials many bankers, merchants and 
investors outside the United States who normally hold dollar 
balances have in the last few months been converting such 
balances into gold. This is the main reason for the loss of 
gold by the United States of about $1,250 million since the 
beginning of the year. As there are about $13 billion of 
foreign balances held or invested on short term in the United 
States, this withdrawal could continue and acquire increasing 
momentum. 

The main item of reassurance in the sterling position, 
however, is the fact that the UK balance of payments is running 
at a very satisfactory surplus. Helped by the movement of 
the terms of trade in favour of Britain over the past year, it 
is probable that the balance of payments for the first half of 
1958 was running at a rate of well over £300 million for the 
year as a whole compared with the surplus of £237 million 
secured for 1957. 

Lastly, the reinforcement of confidence in sterling owes 
a@ great deal to the manner in which the wages line has been 
held this year, and the success with which unreasonable de- 
mands for wage increases have been withheld. 

There are, inevitably, some less favourable points in the 
situation. One of them is the fact that the rest of the sterling 
area is earning fewer hard currencies as a result of the fall in 
the level of commodity prices. Another is the fact that many 
of the underdeveloped countries of the Commonwealth are 
persisting in their development plans and that their imports of 
capital goods will in part have to be met out of the gold and 
dollar reserve. ; 

Looking beyond the end of this year, there is also the 
political factor to be considered. A general election in 1959 
or 1960 must before long be throwing its shadow on the foreign 
exchange market and causing some inevitable pressure on 
sterling. Until then, however, the position seems reassuringly 
secure. The autumn strains this year can and will be taken 
without a crisis. Merchants and industrialists who have to 
make their exchange arrangements for the coming months, 
either in covering foreign exchange requirements or providing 
for the sale of sterling which will be accruing to them, can 
complete those arrangements on the assumption that sterling 
will remain steady and with an undertone of strength for at 
least six months to come. 


—Trend (London) 
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MARKETS 
U.S. $ 

Aug. i esd Be TI. Notes Notes 
High Low High Low 

VW $58334 58314 58174 581% 
12 58314 583 581% 58114 
13 584 58314 582% 581% 
14 583744 58314 58214 58114 
15 583% 583% 58214 581% 
16 58334 58314 581% 58114 


D.D. rates: High 58234 Low 582. 


Trading totals: T. T. US$4,100,000; 
Notes cash US$410,000, forward 
US$2,510,000; D. D. US$350,000. 
Fighting over the Taiwan Strait stimu- 
lated speculative buying in the notes 
market; positions taken averaged US$ 
two and a half million per day. Interest 
for the change over aggregated HK$0.80 


for US$1,000. Gold importers also 
absorbed notes instead of T. T. to 
cover their positions. In the T. T. 


sector, offers from Japan, Korea, and the 
Philippines were absorbed by importers 
and exchange operators. In the D. D. 
sector, the market remained quiet. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit in 
HK$: Philippines 1.7725—1.7225, 
Japan 0.01455—0.01435, Malaya 1.88— 
1.875, South Vietnam 0.0714—0.0711, 
Laos 0.048, Cambodia 0.08, Thailand 
0.2747, Indonesia 0.0675—0.0666, 
India 1.05. Sales: Pesos 225,000, Yen 
41 million, Malayan $260,000, Piastre 9 
million, Kip 6 million, Rial 7 million, 
Baht 3 million, Rupiah 114 million, 
Rupees 150,000. Pesos dropped by 
about 4% on heavy selling with un- 
explained reason. Trading in Yen was 
limited on account of difficulties in effect- 
ing payments in Japan. Kip continued 
to ease off. 

Agreed Merchant T.T. rates: Selling 
and buying per foreign currency unit in 
HK$ after the lowering of the discount 


rate in London: England 16.2025— 
16.1006, Australia 13.0169—12.7575, 
New Zealand 16.237—15.868, United 


States 5.7971—5.7143, Canada 6.015— 
5.9259, India 1.2158—1.2048, Pakistan 
1.2176—1.2039, Ceylon 1.2214—1.2066, 
Burma |.2158—1.2048, Malaya |1.8868— 


1.8692. Selling per foreign currency 
unit in HK$: South Africa 16.237, 
Switzerland 1.3322, Belgium 0.1171, 
West Germany 1.3913. 

Chinese Exchange: People’s Yuan 
notes relapsed to HK$0.68—0.50 per 
Yuan; there were only sellers on the 
market. Taiwan dollar notes quoted 


$0.139—0.138 per Dollar; remittances, 
0.13 7—0.1365. 

Bank Notes: Highest and lowest rates 
per foreign currency unit in HK$: Eng- 
land 16.11—16.10, Scotland 14.80, 
Ireland 13.50, Australia 12.57—12.56, 
New Zealand 14.12—14.10, Egypt 10.03, 
East Africa 15.00; South Africa 15.70— 
15.73, West Africa 13.00, Jamaica 13.50, 


Gibraltar 13.50, Malta 12.50, Cyprus 
12.50, Fiji 10.00, India 1.1774—1.773, 
Pakistan 0.815, Ceylon 0.92, Burma 
0.515, Malaya 1.853—1.842, Canada 


6.01—5.975, Cuba 5.00, Argentina 0.12, 


Brazil 0.035, Peru 0.24, Mexico 0.40, 

hilippines 1.815—1.765, Switzerland 
1.33, West Germany 1.365, Italy 0.0091, 
Belgium 0.107, Sweden 1.02, Norway 
0.72, Denmark 0.77, Netherlands 1.45, 
France 0.012525—0.0124, South Viet- 
nam 0.072—0.0707, Laos 0.052—0.047, 
Cambodia 0.0805—0.0795, New Cuinea 
1.10, Indonesia 0.0715—0.0675, Thai- 
land 0.268—0.265, Macao 0.998—0.995, 
Japan 0.014375—0.0143. 
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Gold Market 
Aug. High .945 Low .945 Macao .99 
11 $254 253% 265 High 
12 253% 253% 
13 253% 253 Low 26414 
14 254 253 
15 254 253% 
16 253% 253% 


Opening and closing prices were 25374 
and 25334; highest and lowest, 254 and 


HONGKONG EXCHANGE RATES 


MAXIMUM SELLING: 


Sterling 1/2 13/16 


Sterling 2 

(East & South Africa & 
Aden) 

Sterling 

(West Africa, West Indies 
South America & Fiji) 


Rupees (India) 82 


1/2 


| Rupees (Persian Gulf Ports) 


Rupees (Ceylon) 


Rupees (Pakistan) 


Kyats (Burma: Rangoon) 


Malayan Dollars 


U.S. Dollars 

(First calendar month free 
of penalty thereafter 
1/16 down for each 
calendar month). 


Canadian Dollars 16 
1/6 
1/2 


South African Pounds 1/2 
Swiss Francs 75 
Belgian Francs 854 
West German 

Deutschemarks 71 


5/8 
7/16 
25/32 


25/32 
1/16 


Australian Pounds 


New Zealand Pounds 


7/8 


MINIMUM BUYING: 
1/2829) 3 Dees 
With Confirmed 
Letter of Credit 
1/2 15/16 


1/3 
1/16 


Without 

Letter of Credit 
D225 332 OD 
W3> Myi32 30 days 
1/3 V/s 3/32 60 days 
WEE AVAS 1/3 3/16 90 days 
lyfe, SHINS 1/3 9/32 120 days 
* (Indirect Sterling On Demand Bills on 
Europe |/32nd higher than London 
Rate). 

W352 

3/32 


1/3 O.D. if under L/Credit 
O.D. without L/Credit 
up every 30 days 
O.D. if under L/Credit 
O.D. without L/Credit 
up every 30 days 

rls ) Bills on Aden: 
O.D. ) If under L/C: 
7 & 30 days) 4 higher 
60 days ) Without L/C: 
90 days ) ¥ higher 
higher than the rate for Bills 
on Aden. 
lets 
O.D. 
7 & 30 days 


N.B.:—Buying Rates for Sterling Telegraphic Transfers and Bills may not be quoted 
better than for delivery ready up to two months forward and thereafter at 
1/32 of a penny higher for a further three months forward. 


Hongkong, 18th August, 1958. 


250 
Last week’s ‘selling rates of local exchange dealers 

Country Currency Denomination In HK$ In US$ 
America Dollar 5-100 5.825 — 
Australia Pound 5-10 12.65 2.174 
Britain Pound 1 and 5 16.20 2.783 
Burma Kyat 10-100 0.54 0.093: 
Cambodia Rial all 0.082 0.01409 
Canada Dollar 5-20 5.99 1.029 
Ceylon Rupee 5-100 0.95 0.163 
France Franc all 0.0126 0.002165 
Hongkong Dollar all — 0.17197 
India Rupee all 1.185 0.204 
Indonesia Rupiah all 1.078 0.0134 
Japan Yen 100-5000 0.0145 0.002491 
Laos Kip all 0.05! 0.00876 
Macao Pataca all 1.01 0.174 
New Zealand Pound 1-10 14.20 2.44 
Pakistan Rupee 100 0.83 0.143 
Philippines Peso 5-100 1.78 0.306 
Singapore Dollar 5-100 1.85 0.318 
South Africa Pound all 15.80 2.715 
Switzerland Franc all 137 0.235 
Taiwan Dollar 5 and 10 0.14 0.02405 
Thailand Tical 10-100 0.27 0.04639 
South Vietnam Piastre all 0.073 0.01254 


253%. The market was quiet with only 
minor changes in rates. Interest favour- 
ed sellers and aggregated 77 HK Cents 
per 10 taels of .945 fine. Tradings 
averaged 10,500 taels per day and 
amounted to 63,000 taels for the week, 
in which 9,250 taels were transacted in 
cash (1,650 taels listed and 7,600 taels 
arranged). Imports from Macao totalled 
9,000 taels. One shipment of 32,000 fine 
ounces arrived in Macao. Exports 
amounted to 9,500 taels (7,000 taels to 
Singapore, and 2,500 taels to Indonesia). 
Differences paid for local and Macao .99 
fine 12.20—12.00 and 11.20 


were 
respectively per tael of .945 fine. Cross 
rates were US$38.05—38.03 per fine 


ounce; 16,000 fine ounces contracted at 
38.04 cif Macao. US double eagle old 
and new coins quoted $263 and 239 


respectively per coin, English Sovereigns 


$59 per coin, and Mexican gold coins 
$275.50 per coin. 

Silver Market: 400 taels of bar silver 
traded at $5.50 per tael, and 500 dollar 
coins at $3.56 per coin. Twenty-cent 
silver coins quoted $2.70 per five coins. 

Money Market: Following the cut in 
the London bank rate, banks in Hong- 
kong will reduce local interest rates as 
from September |. Reductions were 
made in agreed buying rates for usance 
export bills on August 18. The Hong- 
kong and Shanghai Banking Corporation, 
beginning September |, will no longer 
pay any interest on current account 
balances. Interest on savings bank 
balances will be paid at two per cent per 
annum from the same date. Interest on 
advances will in general be applied at a 
lower scale than that presently in force. 


Share Aug. 8 Last Week's Rate Up & Down Dividend Estimated 
. Highest Lowest Friday Noon Yield (%) 
HK: Bank seeasns 767.50 780s 765 780s + $12.50 $45 5.77 
Union Ins ...... 73,50 74.50s 72b 74.50s firm $3.40 4,56 
Lombard .....5.. 28b - _- 28b quiet $2 7.14 
Wheelock =... 6 6 5.95 6 steady 75 12.50 
Yangtsze 5.85 6s 5.80 6s + 15c . 65c 10.83 
Allied Inv 4,55n 4,55n 4.25 4.25 +30c 25¢ 5.88 
HK & FE Inv 10.60n 10.60n 10.50 XD 9.80n +steady 80c 8.16 
HK Wharf 100s 101s 100n 101s + $1 $9 8.91 
HE Dock) -aaticens 42.25s 42.25 42 42b steady $2 4.76 
Provident scisauns 11,80 12n 11.80 11,80 steady $1 8.47 
HK Land) ids. 32 32 31.75b 32 steady $2.40 7.50 
Realty” = acinar. 1,40 1.40 1,375b 1.40n steady 5c 10.71 
Hotell Wa itsasisscanss 21,40 21.70s 21,40 21.70s firm $1.50 6.91 
Star Ferry vssess 113. XD 112s 114 XD 112s firm $9 8.04 
Yaumati ices 95 95 93.50b 94.50b firm $7.50 7.94 
AMS vs siersreciaieeis 26.50s 26.40 26b 26.40s —10c $1.90 7.20 
LAGHEN Saws youu 17,30 17.70 17.40 17.70 + 40c $1.10 6.21 
Electric 27 27.80 26.90 27.80 + 80c $1.90 6.83 
Telephone 25.40 25,80 25.30 25.70 + 30c $1.50 5.84 
Cement 22.705 22.70s 22.40 22.70s steady $3 13.22 
Dairy Farm 17,30 17,50 17.20 17,50 + 20c $1.80 10.29 
Watson o. 10.80b ll 10.90 11 + 20c $1 9.09 
Amal Rubber 1.575s 1.55 1.50 1,55 —2%4c 20c 12.90 
rextile: U Grstsvaesy 4n 4n 3.80n 3.80n —20¢ 60¢ 15,79 
Nanyang ..+-. ss 7s 7.10s 6.70 6.95b —Se $1.10 15.83 
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ECONOMIC REVIEW 
HONGKONG SHARE MARKET 


The market opened quiet last week 
with prices for most shares registering 
fractional dips. Business, however, picked 
up slowly during the week; quotations 
also improved. The turnover on Monday 
was $286,000, Tuesday $480,000, 
Wednesday $503,000, Thursday $892,- 
000, and Friday $1,065,000. 

Interest was centred on _ Banks, 
Wheelocks, Lands, Realties, Hotels, Utili- 
ties and Stores. Noon rates on Friday 
were steady to firm in_ general. 
Banks regained the $12.50 lost during 
the previous week. Dairy Farms and 
Wharves also recovered while Watsons, 
Lights and Electrics even made extra 
gains. Light selling pressure during the 
afternoon on Friday depressed many 
popular shares at the close but the under- 
tone of the market was steady. With the 
exceptions of Hotels, Trams, Dairy Farms 
and Amal Rubbers, current quotations 
are much lower than rates at this time 
last year. 

The drop of bank rate in London from 
5 to 44 per cent had no immediate 
effect on the local share market. Leading 
banks here are still maintaining a strict 
policy on overdrafts although local in- 
terest rates will be reduced as from 
September |. 

Dividends—HK Land Investment and 
Agency Company's interim dividend for 
the year ending December 1958 is $1.20 
per share. 1958 interim dividend of 
HK Tramways is 60 cents per share. 

Rubber Output—A. R. Burkill & Sons 
(HK) Limited announced that the July 
1958 crop from Amalgamated Rubber 
Estates amounted to 873,406 pounds. 


HONGKONG STOCK EXCHANGE 
IN JULY 


Towards the end of June and early in 
July, indications of higher prices were 
observed but any tendency in that direc- 
tion was checked abruptly by the coup 
d'etat in Irag. Rates were marked down 
and price movements erratic for a few 
days. Receipt of less gloomy reports 
from the London and New York markets 
had a steadying effect locally, but prices 
generally were below the levels ruling 
last month. 

Banks and Insurances: More business 
was reported in Hongkong Banks at vary- 
ing rates and Bank of East Asias were 
dealt in at improved prices. The demand 
for Unions was not maintained and tran- 
sactions were concluded at slightly lower 
levels. Investment Companies: Yangtszes 
and Allied Investors led in moderate scale 
trading with no sales reported in Hong- 
kong & Far Eastern Investments. Prices 
moved narrowly with a tendency to lower 
levels. Shipping: Apart from transactions 
in Wheelocks at fractionally lower rates, 
business reported in this section was 
negligible. Docks & Wharves: China 
Providents and Hongkong Docks led in 
light scale trading at lower levels, with 
no interest taken in Kowloon Wharf 
shares. Lands & Hotels: Less activity 
was reported in this section with the 
exception of Humphreys. The great 
activity displayed in Realtys last month 
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was not sustained. Public Utilities: 
Hongkong Trams, China Lights, Electrics 
and Yaumatis were well supported at 
lower levels. Industrials: Cements lost 
some support in light scale trading with 
little variation in rates. Stores: Dairy 
Farms were well supported as were Lane, 
Crawfords, the latter at lower levels. 
Watsons were dealt in in moderate trad- 
ing at lower rates. Miscellaneous: Some 
interest was shown in Entertainments and 
Vibros, and small parcels changed hands 
at slightly improved rates. Sales were 
reported of one lot of International Films. 
Cottons: Parcels of Textiles were dealt in 
at a fraction below last month’s close. 
Other shares in this section were 
neglected. Rubbers: Improved business 
was reported in Amalgamated at lower 


levels while Rubber Trust registered 
gains. 
Dividend and other announcements 


were made by Hongkong & Shanghai 
Banking Corporation, Hongkong & Far 
Eastern Investment Co., Ltd., Star. Ferry 
Co., Ltd., Hongkong Telephone Co., Ltd., 
Lane, Crawford, Ltd., China Emporium 
Ltd., Wing On Co., Ltd. and Hongkong & 
Engineering & Construction Co., Ltd. 


Business in July: $15,327,163. Busi- 
ness in 1957: $147,621,871. Business 
during January/July 1958: $97,934,951. 
Business in July, 1957: $13,485,403. 


HONGKONG 
TRADE REPORTS 


Local produce market retained strong 
demand from Japan and Europe last fort- 
night. Metal, paper, chemical and 
pharmaceutical markets were also active 
with enquiries from China, SE Asia, 
Korea and Taiwan. Interest however 
was centred on a few items only. Spot 
transactions in cotton yarn, piecegoods, 
rice, wheat flour and sugar were quiet; 
prices depressed by heavy stocks. Cement 
retained steady local demand but keen 
competition between Japanese and 
Chinese brands kept prices at a very low 
level. 0 

Trade with China—China continued 
to absorb metals, chemicals and phar- 
maceuticals from the local spot market. 
The volume of these purchases, however, 
was not as impressive as during the 
second half of July; interest was centred 
on a small number of items only. Imports 
of Chinese foodstuffs remained heavy 
while consignments of light industrial 
préducts to the local market continued 
to increase in volume as well as in 
variety. Local civic leaders and indus- 
trialists last week urged Government to 
check the flow of cheap goods from the 
Mainland in order to protect the local 
industry. Business circles here, however, 
believe that nothing could be done about 
the dumping of Chinese exports on the 
local market because HK is a free port. 
Furthermore, HK must depend on imports 
of foodstuffs and other consumer goods 
frorn China to feed the local population. 
Actually, the serious effect of Chinese 


BUSINESS DURING THE MONTH 


Qty. of 
Shares 
H.K. Govt. Loan 
Be em LOS Se LOMO) all nsxoniins 9/2 atnecictie $ 1,000 
BU? CIGAR): tines Pte Muara Me One rleee wet arehs 12,000 
EURew Ba0ks Bev sacneisrais.. conus baniee saan 523 
Bank SOC MPAcreAGIALy Dist line amines se Rice's sie 80 
Momibard  Tnsurancers s..cec csi mete aluerioteaeaiciene 837 
Onion nswrancem etnc-t< festa els plvenwa-nee te 2,030 
China, Underwriters 9s ..04 ceuiteienen cease 1,000 
Allied) Investote: aca. casera nct stele sh eiines 4,000 
PY AMET: Tees lisa riya i uaamisier eis inisca ele alesarnet 11,980 
Indo-Chitat (DER ae 258. seta meee ees 750 
WimionpWaterboat: Hecke anuente ote concrete 600 
Wihcelock: «Marten | ic. cvstsisieiels ete aisiolelsjn vie se sisiorn 87,820 
WATERCO. estsie.nmsigiie emia ere eldsteiels ie nareteian 3 100 
GES Provident!” yictia. a tease seiciieenisenvisiag's 19,939 
HERS OGKY Sd srnb pent eins c eminets vemadieveltiaiese 8,410 
Shanghat (Dock Gs <.cMine)tississ aiiausisnwis ciewicivele 1,000 
1S RsSuat Ho STS GIG Bell 5.36. cemannaanoocuocdc od 83,997 
ARS earch wi batoretiis cre. < ea. & niatavelsietl eieem sine even sions 24,019 
Shanghai Land 2,000 
Humphreys 10,694 
Reayye o cestecte see 25,000 
H.K. Tram 69,925 
Star Ferry 221 
Yaumati Ferry 4,682 
China Light 84,385 
EA RPORCCULIC Bie alert. ariha ier le oialets-o ala (altar ein icles > Si 56.590 
Macaol Blectric.” eataessc ceo vssieeuiomsisee rs cineis 3,500 
Mclephone:  Gesieeeteieirs css sintaars eee etrelee sie seiaaioe 100,602 
CEMONE OP aie ceeieparelelcteta rales el cle nie laralwic aii ists ieialviee 15,224 
AImOy! SGARIIN EIN safecaste fale eletolssoibsiaietaloi0ts, niarsYois:e 400 
Dayenn avian mamener s<evciats ener isa Onremeites cine 58,348 
WiatSOMn le giatesrieleeesis'sercpavmne es + seleee + aiataees 13,832 
Lane Crawfordtet tnacswity creas sabe ci cehtiraaen 8,400 
China  Emporiweny: § by ipenteteite alejaieisrorvicisisiininie' + 1s 450 
Cina CERertawMent. sa vaieasevsecscnsiis tinae 1,900 
Vaibrome Piling daisaratwiceeintrectos Wee ctehieuceaice 3,489 
Oi) oo ace arab OS SAGAN CE Here 1,100 
MOXCUG ss ssn onagrartae nse 13,000 
Nanyaney Mill Sec stess'same s' 1,000 
Amalgamated Rubber 341,770 
Avereiawah ea tNrvee toss: sieorvietatetsteuietetctaein olai 9,500 
Jaa Consolidated.) cis: malcteystalerpin,o-viccauintessirelodere 2,095 
LEAT Eas ADMIRE GS Ocinc rt OCIDORORED SANS RO OES 


Rubber Trust 
S'hai Kelantan 
Sungala 


dumping on the local industry is not felt 
in the local market which consumes only 
a very small percentage of HK products. 
It is the overseas markets which local 
industrialists are concerned about. The 
solution therefore is not to introduce 
restrictions here but to help local indus- 
trialists to promote exports to markets 
which reject Communist goods and to 
improve the quality of exports to SE 
Asia, not only to beat Chinese and 
Japanese competition but also to avoid 
restrictions imposed by SE Asian coun- 
tries to protect their domestic industries. 


Trade with Japan—Local dealers 
booked metals, fertilizers, chemicals, 
paper, cement, cotton textiles, electric 


home appliances, sewing machines and 
other merchandise from Japan to replen- 
ish dwindled stocks here. Wolume of 
these indents, however, was much less 
than bookings at this time last year; re- 
exports to SE Asia and China remained 


uncertain... Demand from Japan for 
produce remained strong but orders 
covered more SE Asian staples than 
Chinese goods. Exports of sesame, 


beans, rattan, cotton waste, talcum, rosin, 
etc. amounted to only about 1,000 tons 
during the fortnight because Peking trade 
agents here openly rejected orders for 
forwards from Japan through local 
dealers thus forcing Japan to absorb only 
spot cargo which was short. 

Trade with UK—Local factories re- 
ported improved demand from UK for 
grey cloth after recent decline in the 
number of orders from this source. 
Exports during the fortnight amounted to 
8,000 tons consisting chiefly of cotton 
textiles, woollen knitwear, rubber shoes, 
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plastics, sawn timber. rosin, ginger, gall- 
nut and bamboo cane. 

In UK, a leading multiple company 
with 237 shops and stores distributed 
2,000,000 leaflets (prepared by the Bri- 
tish Cotton Board) to its customers as 
part of the national campaign to persuade 
buyers to buy British cotton goods only. 
Lancashire cotton towns, which were 
organising local boycott campaigns 
against Empire-made cotton goods, also 
asked the Cotton Board for publicity and 
display material. It seems that UK cotton 
textilemen have resorted to the boycott 
campaign to curtail imports of cotton 
goods instead of negotiating voluntary 
quota agreements with India, Pakistan 
and Hongkong. 

Trade with Europe—Exports of wool- 
len sweaters and other knitwear to 


Europe improved; demand was _parti- 
cularly keen from Sweden and West 
Germany. HK woollen knitwear is now 


cheaper than Japanese and Italian goods. 
Local knitters are able to keep prices 
competitive partly on account of the low 
prices for wooltops and _ dyestuffs. 
Demand from West Germany also covered 
grey cloth, cotton shirts and produce. 
Imports of staple and durable consumer 
goods as well as metals, paper and other 
industrial supplies from Europe totalled 
4,000 tons during the period; shipments 
came chiefly from West Germany, Italy, 
Holland, Belgium, Sweden, Norway and 
Denmark. 

Trade with US—Shipments of HK- 
made novelty candles of typical Chinese 
design to US must now be covered by 
comprehensive certificates; consignments 
will otherwise be considered, by US as 
originated from China or North Korea. 

On the problem of charging higher 
fob HK prices for exports of local pro- 
ducts to US (see ‘Trade with US’ in 
FEER of August 14, page 222), a local 
factory owner wrote to the Review and 
explained: “We cannot increase our fob 
prices simply because American import- 
ers will not pay more.’ He said that 
the business would go to Japanese manu- 
facturers if HK exporters charge more. 
His advice to local small industrial con- 
cerns which are looking forward to 
develop more American business is “‘to 
enter into contract with American 
interests for producing specific items 
according to American specifications on 
a partnership basis such as making torch 
bulbs exclusively for an American torch 
factory at cost plus a fixed percentage of 
profit.” A small factory with neither the 
ability to push the sales in-US nor the 
personnel to take care of market research 
and designing has a better chance to 
retain and increase exports to US by 
becoming a subsidiary to an American 
firm. 

Trade with Central America—An 
official HK trade mission wiil visit Central 
American and neighbouring countries 
later this year to explore trade possi- 
bilities. The mission will carry out 
market research on broad lines to pave 
the way for individual merchant or 
manufactuter. The ‘mission will also 
encourage visitors to come to HK and 
see for themselves what the Colony has 
to offer. 
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Trade with Thailand—Imports of rice 
amounted to about 3,000 tons. There 
were also beans, groundnut ail, feather, 
starch, rubber and timber from Bangkok 
but each shipment was limited to a few 
hundred tons. Exports of HK manufac- 
tures and reexports of Chinese and 
European products to Thailand totalled 
4,000 tons; most shipments were booked 
in July. The number of new orders from 
Bangkok during the past two weeks was 
much less than in July and covered only 
small lots of metals, paper, chemicals 
pharmaceuticals, canned food, fruits, joss 
sticks and paper, seafood and cosmetics. 
Local dealers reported that money was 
tight in Bangkok; they anticipated that 
demand from Thailand might further 
decline. Authorities there also suspended 
imports of cotton yarn between 30 and 
40 counts to protect domestic spinning 
industry. 

Trade with Indonesia—Imports of 
rattan, sugar, groundnut, sesame and 
coconut oil remained steady but consign- 
ments of coffee beans curtailed because 
indents had advanced. Exports improved 
to about 1,000. tons consisting mostly of 
cotton textiles covered by orders con- 
cluded in July. Demand from Djakarta 
during the fortnight covered only small 
lots of paper; there was no order for 
cotton textiles. 

Trade with Malaya—Exports of sugar, 
metals, foodstuffs and HK manufactures 
amounted to about 6,000 tons. Malaya 
(including Singapore) is not only the 
best customer of HK in SE Asia but 
bought more from here ($226 m) than 
UK ($222 m) did during the first seven 
months this year. However, exports to 
UK remained on an average of about 
$30 m per month while exports to 
Malaya dipped from $43 m in January to 
$27 m last month. The volume will 
probably further decline in view of the 
fact that direct shipments from China to 
Singapore and Malaya are steadily 
increasing. 

Trade with the Philippines—Orders 
from Manila for cotton textiles, enamel- 
ware, aluminumware, hurricane lanterns, 
tooth brush and other HK manufactures 
still covered only small quantities. 
Authorities there maintained strict re- 
strictions on imports from HK in order 
to prevent the entry of Chinese products. 

Trade with Korea—Demand from 
Seoul for paper revived but interest was 
centred on a few items only while quan- 
tities absorbed were limited by short 
stock of European products here. There 
were also enquiries from Seoul for trucks, 
cement, paint, asphalt pitch, pharmaceu- 
ticals and wheat flour but interest was 
not very keen and buying offers were 
extremely low. 

Trade with Taiwan—Steady imports 
of sugar, cement, tea, citronella oil, 
camphor products, feather and other pro- 
duce were maintained throughout the 


period. Exports of metals, wooltops, 
chemicals, pharmaceuticals and. other 
essentials improved slightly but the 
volume was still insignificant. Importers 


in Taipei could not obtain enough foreign 
exchange from authorities there for most 
of their purchases abroad. 


Trade with Cambodia—Cargo move- 
ments between HK and Cambodia im- 
proved slightly following the relaxation 
of controls there over imports financed 
from self-provided foreign exchange, 
Interest was centred chiefly on Chinese 
paper and other products. Phnompenh 
also shipped more pigs, sesame, ground- 
nut oil, beans, feather, maize and other 
produde to the local market. 

Trade with Laos—The devaluation of 
Kip in Vientiane encouraged importers 
there to increase purchases from here 
with self-provided foreign exchange. The 
big gap between the unrealistic official 
rate and the black market rate before the 


_devaluation enabled only a privileged few 


to import various commodities at the 
official rate thus making it unprofitable 
for ordinary merchants to import any 
merchandise at the black market rate. 

Trade with Burma—Rangoon resumed 
shipments of rice to the local market. 
From here, Rangoon bought small lots 
of wheat flour, menthol crystal, alum, 
torch batteries, vacuum flask, enamelware 
and other HK products. There were 
also enquiries for cotton yarn but no 
order was concluded towards the end of 
last week. 

Trade with Australia—Local dealers 


bought 1,000 cattle from a _ visiting 
Australian rancher; shipments will be 
made in September. Imports of dairy 
products, fruits, canned food, wheat 


flour, frozen meat and wooltops remained 
heavy during the fortnight. Exports of 
gloves, plastics, rattan furniture, sawn 
timber, firecrackers, cotton textiles and 
woodoil amounted to about 3,000 tons; 
about 50 per cent of the tonnage con- 
sisted of HK manufactures. 

Trade with Africa—Exports of food- 
stuffs, cotton goods, metalware and other 
HK manufactures to East and West 
Africa amounted to 1,200 and 1,000 tons 
respectively, Demand from South Africa 
was very weak. Exports of HK manu- 
factured piecegoods, socks, shirts, singlets, 
blankets and garments to Belgian Congo 
must now be covered by a Certificate of 
Manufacture in addition to a Certificate 
of Origin. 

Trade in Produce——The volume of 
business concluded on the spot market 
improved with increased supply from 
SE. Asia and China. Demand from Japan 
was keen; the turnover in the local 
market could have been more impressive 
if Peking trade agents here had not re- 
jected orders from local dealers for for- 
ward shipments to Japan. An estimated 
$5 million worth of orders for vegetable 
oils, rosin and oilseeds, booked by local 
dealers for Japan, were cancelled by 
Peking trade agents here. 

Demand from Europe for spot cargo 
as well as forward shipments of cassia, 
groundnut, aniseed star, castor seed, 
aniseed oil, cassia oil, sesame oil, feathers 
and camphor oil remained strong. Local 
dealers, however, still could not obtain 
sufficient supply from China and other 
sources at a profitable price to meet the 
demand from Europe, particularly from 
West Germany, Denmark and Belgium. 

Trade in Metals—Demand from China 
for steel wire rope, brass and copper 
scraps, steel plate, blackplate and tin- 
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plate waste waste, stainless steel. was 
retained but the volume of business was 
very small because: prices here firmed 
while stocks dwindled. Demand from 
SE Asia was quiet; there were only small 
orders from Thailand for structural steels 
and from Singapore and Malaya for steel 


plate. Local demand for structural steels 
and base metals, however, remained 
strong. Firm indents from Europe, US, 


UK and Japan also helped to strengthen 
prices on the local market. 

Trade in Paper—Demand from Korea 
for woodfree, sulphite, tissue, cellophane, 
aluminum foil and duplex board revived 
but purchases were restricted by short 
stocks here. Orders from SE Asia came 
mostly from Thailand; demand was 
selective covering only mg cap, grease- 
proof, cellophane, tissue and aluminum 


foil, Local consumption of various 
printing, packing and writing paper 
Yemained steady. Prices were firm in 
general because indents from Europe 


were still high while imports from China 
and Japan were not as heavy as during 
the past two months. 

Trade in Industrial Chemicals—Supply 
of some chemicals from China curtailed 
on account of domestic shortage on the 
Mainland. In the cases of sodium nitrate 
and glycerine, China had not only sus- 
pended shipments to the local market but 
also absorbed several lots of European 
products from here. Demand from 
Taiwan was selective and the volume of 
business was small because importers 
there could not obtain enough foreign 
exchange for their purchases. Exports 
to SE Asia remained quiet; only Thailand 
bought some petrolatum from the local 
market. 

Trade in Pharmaceuticals—China 
beoked forward shipments of phenacetin, 
antipyrin and vitamin B2 powders from 
Europe through manufacturers’ local 
agents in addition to purchases of these 
items from the local market. The spot 
market was also kept active by orders 
from Thailand, Korea and Taiwan for 


creosote, aspirin, phenacetin, quinine, 
amidopyrin and_ sulfonamides. Local 
demand for fine chemicals remained 


steady; interest was centred on sulfona- 
mides, quinine, saccharine crystal, sali- 
cylic acid and gum acacia. Prices were 
firm in general because most items were 
short in stock. 

Trade in Cotton Yarn—HK _ yarn 
retained limited demand from the Philip- 
pines; interest was centred on fine yarn. 
Burma enquired for HK yarn but no 
transaction was concluded during the 
fortnight. The market was otherwise 
quiet. Prices for imported brands were 
weak. HK coarse yarn was marleed 
down about $10 per bale. 

Trade in Cotton Piecegoods—Demand 
from Indonesia for cotton cloth relapsed. 
HK grey cloth, however, remained steady 
on demand from UK, Africa and West 
Germany. Chinese and Japanese greys 
were weak under heavy stock. Japanese 
white shirting was kept steady by demand 
from local shirt factories. . 

Trade in Rice—Prices were steady 
throughout the period. Bangkok cur- 
tailed export quota to HK and marked 
up new indents. On the other hand, 
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supply from Rangoon was resumed and 
stock here remained more than adequate 
to meet the normal local consumption. 
Trade in Wheat Flour—Prices for 
imported brands continued weak because 
Japan and China sent here more con- 
signments at very competitive prices. 
Local brands were kept steady by normal 
local demand and orders from Singa- 
pore, Malaya, Korea and Burma during 
the first week but as more cheap brands 


arrived from Japan and China, prices 
were also marked down. 
Trade in Sugar—Limited local de- 


mand, heavy supply from Taiwan and 
other sources, and large stock kept 
prices low. Towards the end of last 
week, imports from China slowed down 
probably due to China’s increased direct 
shipments to SE Asia. The local 
market, however, remained weak because 
supply ‘still exceeded demand. 

Trade in Cement—lIn spite of the 
strong local demand for local as well as 
imported brands, prices remained low. 
Adequate supply from China at prices 
cheaper than indents from Japan will 
continue to keep market quotations here 
at a low level. 


HONGKONG TRADE 
IN JULY 


(Continued from Aug. 14 issue) 


Cotton Piecegoods—Demand from UK, 
Indonesia, Africa for HK grey cloth was 
retained but the volume declined when 
compared with the preceding month. 
Prices for local production remained firm 
throughout the month because spot goods 
were still scarce. HK drill and coloured 
cloth were favored by Indonesia but the 


demand was not sustained towards 
month-end. Chinese grey cloth and drill 
were sluggish because the supply far 


exceeded the demand here. Japanese 
grey cloth also dipped under the pressure 
of cheaper Chinese goods. Japanese 
white shirting, however, was steady with 
improved local demand. 

Rice—Heavy stock and slower local 
sales depressed the market. Imports 
from Thailand and China, however, were 
curtailed during the month. Bangkok 
indents were also firmer. Prices were 
steady towards month-end. 


Wheat Flour—Large stock and heavy 
imports from US, Australia, Canada and 
Japan depressed the market especially 
when reexports remained quiet while 
China continued to ship here this item 
at a much lower price than the cheapest 
Japanese brands. HK brands therefore 
remained at a low price level in spite of 
orders from Burma, Singapore and 
Malaya. 

Sugar—Prices for imported as well as 
local brands first firmed then dipped in 
sympathy with international sugar prices. 
Taiwan sugar retained strong demand as 
well as steady reexports to Cambodia; 
prices were firm at the beginning of the 
month especially when imports from 
Taiwan were slower and indents firmer. 
The continued arrival of cheap granulated 
sugar from China, however, depressed 
the market during the seond half month. 
Supply from China was curtailed towards 
month-end and indents from Canton were 
slightly increased but cif HK quctations 
were still lower than sugar ftom Taiwan 
and other sources. HK products retain- 
ed steady local demand but prices were 
also marked down in sympathy with 
Taiwan sugar. 

Cement—Local demand for HK pro- 
ducts as well as imported brands was 
strong throughout the month. HK 
brands retained a firm trend because 
there were also orders from Singapore, 
Malaya and North Borneo. Japanese and 
Chinese products were slightly lower in 
price. To push the sales of Chinese 
cement in HK, Canton offered attractive 
rebate to local dealere who passed part 
of this rebate on to their customers thus 
indirectly reducing the retail price of 
Chinese cement on the local market. 


NEW COMPANIES 
IN HONGKONG 


Following companies were 
incorporated in June 1958 (all capital 
is nominal and in Hongkong Dollars) :— 


Huey Tung Enterprises Ltd.—Importers 
& exporters; Capital, 1,000,000; 12 
Connaught Road West, Hongkong; 
Subscribers: Chan Kee Tong, 62 Marble 
Road, Hongkong, merchant; Ong Chong 
Chiu, 48 Gloucester Road, Hongkong, 


new 


253 
merchant. Ilex Steamship Co. Ltd.— 
Capital, 1,000,000; 701/7 Edinburgh 
House, Hongkong; Subscribers: Martin 


Wyndham Hedley Calvert, 261 
Peak, Hongkong, 


The 


steamship manager; 


Peter Oswald Scales, 261 The Peak, 
Hongkong, company secretary. Win- 
some Plastic Signs Ltd.—Capital, 


200,000; 93 Hennessy Road, Hongkong; 
Subscribers: Young Sze Kuen, 19 South 
Bay Road, Repulse Bay, Hongkong, mer- 
chant; Roy Thomas Hargrave, 14 
Lomond Road, Kowloon, merchant. 
Siu On Wo Co. Ltd.—Metal merchants; 
Capital, 200,000; 61 Wing Lok Street, 
Hongkong; Subscribers: Lai Chung Ming, 
61 Wing Lok Street, Hongkong, mer- 
chant; Lau Wah Tung, same address, 
merchant. Eisenberg & Co. Ltd.—Ex- 
porters and importers; Capital, 100,000; 
601 Central Building, Hongkong; 
Subscribers: S. N. Eisenberg, Kojimachi 


Nibancho, 12 Ban, Tokyo, Japan, 
merchant. Davar & Co. (HK) Ltd.— 
Iron works; Capital, 100,000; c/o 


Lowe, Bingham & Matthews, Alexandra 
House, Hongkong; Subscribers: P. A. L. 


Vine, 4, The Peak, Hongkong, 
solicitor; Clive E. Histed, | Des Voeux 
Road Central, Hongkong, solicitor. 
Jaslok International Co. Ltd.— 


Exporters & importers; Capital, 500,000; 
5 Old Bailey Street, Hongkong: Sub- 
scribers: Bhagwandas Verhomal, 100 
Macdonnell Road, Hongkong, merchant; 
Raymond E. Moore, Prince's Building, 
Hongkong, solicitor. The Taiwan Pro- 
ducts Co. Ltd.—Importers & exporters; 
Capital, 1,000,000; 509 China Building, 
Hongkong; Subscribers: Robert Pak 
Cheong Der, 2 Dianthus Road, Yau Yat 
Chuen, Kowloon, merchant; Chi-Liang 
Heu, 27 Blue Pool Road, Hongkong, 
merchant. Russian Restaurant Ltd.— 
Capital, 200,000; Subscribers: Cheng Po 
Sheng, 17 Observatory Road, Kowloon, 
merchant; Kir-Sig-Kei, 5 Humphreys 
Road, Kowloon, merchant; Kir Si Lun, 
5 Humphreys Road, Kowloon, merchant; 
Chan Mau Ting, 5 Hump reys Road, 
Kowloon, merchant. China Agents Ltd. 


—lImporters & exporters; Capital, 
100,000; 1006, Man Yee Building, 
Hongkong; Subscribers: W. C. Tae, 
50 Bonham Road, Hongkong, clerk; 


Hoi. Fun, 89 Lion Rock Road, Kowloon, 
clerk. 
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quacy of house inspection, it was formed to organise regular 
health campaigns on a long-term basis to elevate the standard 


of health in the Colony.” 


The New Airport—The Governor will officially declare 
open the new 8,650-foot runway at the Kai Tak Airport on 
The runway will, however, be put into use by 


September 12. 


aircraft a few days prior to the official opening. 
ceremony will also mark the completion of the first phase of 
The cost of the new airport, 


the development of the airport. 


excluding the terminal building, is $1 10,000,000. I 
phase, which includes the construction of new parking apron 
and the provision of a temporary terminal building will begin 
at the end of September and will be completed at the end of 
next year. The contract has been awarded to Paul Y. Construction 
The third phase of the development will 
permanent terminal building. 


Co. for $6,932,072. 


include the construction of the 


Revised plane for the new sirport completed by the 
P cciie Comfitns showed that $6,000,000, about a quarter 


of the original estimate of $25,000,000, will be saved. 

rmiaal will also allow future expansion at 
short notice without interfering with existing facilities. Between 
September and the end of next May, when the second phase 
will be in progress, the existing terminal, about half a mile from 
the new runway, will have to be used. 

Air Traffic—During the second quarter this year, 2,352 
commercial aeroplanes, 67,212 passengers, 800,092 kilos of 
freight and 163,484 kilos of mail were handled at Kai Tak. 
These figures show an increase of 188 aircraft movements and 
15,237 passengers but a drop of 28,457 kilos of freight and 
11,005 kilos of mail compared with the Preceding quarter. 
Local civil movements for the period totalled 1,004 including 
commercial planes on local flights, an increase of 208 move- 
There was no aircraft accident during the period. 

Water Storage—Total storage in the Colony's reservoirs 
is now about 9,000 million gallons, enough for 5 months’ supply 
at the current average daily consumption of about 58 million 
The threat of a possible shortage in water supply for 
the coming dry season is over. 
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